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A PHILOSOPHY OF MANAGEMENT 


C. Davis 


The Ohio State University 


The term “philosophy” may be defined 
as a body of related knowledge that sup- 
plies a logic for effective thinking in seek- 
ing solutions to certain kinds of prob- 
lems. A management philosophy supplies 
the basis for the solution of business 
problems. An executive with no philos- 
ophy can have only limited capability for 
creative thinking regardless of his basic 
intelligence. The development of a sound 
philosophy of management is probably 
the most practical self-developmental 
project an executive can undertake. 

The modern executive is responsible for 
a dynamic leadership of the business or- 
ganization he heads. This is true whether 
the organization is large or small; whether 
he heads the entire organization, or 
merely a component of it. The executive 
is faced, in any case, with the problem of 
exercising such leadership in a world 
where economic, social, and political con- 
ditions are changing rapidly. He is faced 
with new management problems for 
which there are few precedents. There is 
no such thing as practical experience in 
doing something that has never been done 
before. When broad changes are taking 
place, one’s thinking must be based in- 
creasingly on fundamentals that do not 
change. The executive's decisions, as they 
enter into the work of planning, organ- 
izing, and controlling the action of his 
organization, must rest on certain timeless 
truths. These are truths concerning basic 
economic objectives, sound business prin- 
ciples and policies, and fundamental ap- 
proaches to the solution of business prob- 


(1) 


lems. These change little so long as people 
continue to behave like human beings. 
Such truths are the foundation stones of 
any sound management philosophy. 

It is inevitable, in a rapidly changing 
society, that the executive who has no 
sound management philosophy must step 
aside for one who has. The private busi- 
ness enterprise must have effective leader- 
ship to survive. If too many executives 
fail in the discharge of their leadership 
responsibilities, the survival of a free mar- 
ket economy and the free enterprise sys- 
tem may be endangered. The failure of 
this system would be disastrous to every- 
one, whether executive, operative, or a 
member of the general public. 

Certain basic concepts underly any de- 
velopment of a management philosophy. 
The phraseology, implications, and pol- 
icies stemming from these concepts may 
be viewed in different lights, but accept- 
ance of them in some form is necessary 
for effective organization and operation. 
The following are believed to be funda- 
mental: 

(1) Belief that values constituting cus- 
tomer satisfaction are primary objectives 
of management. Profits are necessary but 
collateral objectives; 

(2) Belief in private property, free 
competition, and opposition to forces 
weakening the free market system; 

(3) Belief that the personal interests 
of owners, executives, and operatives 
must be subordinated to the primary serv- 
ice of the organization; 

(4) Belief in the obligation of owners 
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and managers to promote continued tech- 
nological and social progress and eco- 
nomic expansion; 

(5) Belief in the importance of the 
scientific method as a basis for an ana- 
lytical approach to business problems; 

(6) Belief in the importance of incen- 
tives, rewards, and penalties as the best 
spur to economic progress; 

(7) Belief in the necessity for con- 
tinued study of sound principles of execu- 
tive leadership; 

(8) Belief in high ethical standards 
as a basis for sound business relations; 

(9) Belief in labor’s right of collective 
bargaining; and, 

(10) Belief in the importance of pre- 
serving individual initiative and freedom 
of action. 


The Service Obligation of the 
Private Enterprise 


The service philosophy is based on the 
concept that the primary objective of the 
business organization is to create those 
economic values needed or desired by its 
customers. It emphasizes the obligation 
of owners and employees to contribute 
substantially to a standard of living that 
is increasing continuously through time. 
It is a philosophy of economic service in 
the public interest. 

This concept is not a visionary goal 
dreamed up by some public relations ex- 
pert for purposes of public propaganda. 
The people have the right to choose the 
economic, social, and political systems 
under which they will live. They have 
voted during the past 25 years for meas- 
ures that have moved the economy in the 
direction of socialism. This may be due 
in part to the increasing complexity of 
the economy. It may have been due to 
a lack of understanding of the long-range 
implications of the measures adopted and 
a greater interest in the apparent short- 
run benefits. It may also have been due 
to some lack of confidence in the purposes 


of private enterprise. 

The concept of the primary service ob- 
jective is widely accepted by business ex- 
ecutives. The insurance industry charac- 
izes itself as a service industry. The values 
an insurance company creates for its 
customers are the satisfactions of certain 
needs or desires for financial security and 
other supporting services. The work of 
the company is planned and organized 
primarily to create and distribute such 
values. 

Other industries likewise may be classi- 
fied as being of the service type. The 
manufacturer is concerned with who 
wants the things he makes, where and 
when the customer wants them, what 
the customer is willing to pay, and many 
other questions concerning customer serv- 
ice. Answers to these questions must be 
worked out in terms of the quantities, 
qualities, costs, deliveries, supporting 
services, and other requirements for a 
satisfactory accomplishment of customer 
service objectives. Many millions of dol- 
lars may be spent on marketing research, 
product research, and process research; 
in planning and organizing for what the 
manufacturer thinks are reasonable satis- 
factions of customers’ wants. His reward 
may be a loss if his customers disagree 
with his judgment. 

There is nothing in the concept of the 
primary service objective that suggests 
capital should forego profits or that labor 
should forget its desire to improve its 
economic situation. It merely recognizes 
that the public has the final word as to 
who has what “rights” to what. 


Private Capitalism and a Free 
Market Economy 


The philosophy of private capitalism is 
based on the right of private property and 
the concept of a free market economy. It 
is a philosophy of economic decentraliza- 
tion in this respect and tends to be op- 
posed to: 
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(1) Philosophies of socialism, since 
they are basically philosophies of eco- 
nomic and political centralism that tend 
to diminish the freedom of the individual 
and the exercise of individual initiative; 

(2) Centralized controls of the econ- 
omy by central government, beyond the 
necessary minimums, since these weaken 
the right of private property; 

(3) Monopoly, either of capital or 
labor, since monopoly tends to destroy a 
free market economy; 

(4) Any measures designed to prevent 
the formation of private capital, without 
which there can be no system of private 
capitalism. These measures include con- 
fiscatory taxation, social pressures exerted 
deliberately to promote “dissaving,” “plan- 
ned inflation,” and others that tend to 
prevent private capital formation. Such 
measures lead to state capitalism and the 
development of a socialist economy. A 
free market economy can only operate 
effectively under a system of private capi- 
talism. 

The public has a right to expect that 
it will be provided witl goods and serv- 
ices that it wants. Its natural protection 
in a free market economy against unrea- 
sonable prices or quality is some “reason- 
able” condition of free competition. Cer- 
tain forces, however, tend to limit compe- 
tition. The increasing needs for large ag- 
gregations of capital as a result of the 
increasing mechanization of industry tend 
to result in some condition of oligopoly. 
The very effectiveness with which private 
capitalism serves the public may tend to 
destroy the basic condition on which 
its effectiveness rests—free competition. 
Many American business executives have 
taken measures to maintain competitive 
conditions within the organizations for 
which they are responsible. Some large 
corporations have limited voluntarily the 
share of the market they will take for cer- 
tain product lines. For if the dominant 
member of a basic industry were to 
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achieve 100 per cent of the total market 
for its product, there would be few alter- 
natives to dissolution or governmental 
regulation. 

Governmental control tends to become 
government ownership, with consequent 
deterioration in the quantity, quality, or 
cost of customer service. The term “so- 
cialism” can represent an infinite number 
of conditions under which the state owns 
or controls the means of production. 
These means include both capital and 
labor. The right of private property de- 
pends on more than certain provisions of 
the Constitution. These provisions can be 
amended. The right of private property 
depends largely on the ability and will- 
ingness of businessmen to compete. 


Obligations of Owners and Employees 
to the Organization 


Owners, executives, and operatives 
must accept the fact that their personal 
interests have to be subordinated to the 
primary service objectives of the organi- 
zation if the concepts of private property 
and private enterprise are to be validated. 
It is not necessary, however, that this 
acceptance be completely voluntary. It 
is sufficient that it be accepted under the 
duress of competition and a minimum of 
supporting governmental regulation. This 
writer was told recently of a well-known 
corporation that had deliberately set up 
an independent corporation, over which 
it had no control, for the purpose of creat- 
ing competition with itself. It was alleged 
that the stimulus to corporate rectitude 
was the hot breath of the Department of 
Justice on the neck of the potential vic- 
tim. The particular corporation has an 
excellent record of constructive contri- 
butions in all areas of its field of business. 
It is equally probable, therefore, that its 
top management had evaluated the trend 
of changing public concepts and was re- 
acting intelligently to the situation. 

It is a truism that individuals and 
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groups on every economic and social level 
have a more immediate and intense con- 
cern with the promotion of their personal 
interests than they have with the promo- 
tion of the general interest. This is as true 
with respect to the accomplishment of the 
company’s service objectives as it is with 
respect to the public interest. A reason- 
able subordination of personal objectives 
to organizational objectives requires that 
a reasonable satisfaction of the former be 
made dependent on the accomplishment 
of the latter. This writer’s philosophy of 
management is one of intelligent selfish- 
ness. 


Economic and Social Progress 


Owners and managers must be com- 
mitted to the active promotion of social 
and economic progress. This represents a 
philosophy of progressive conservatism. 
It seeks to conserve the worthwhile eco- 
nomic and social values that have been 
created under our system of individual 
initiative and private enterprise while 
fostering continued progress toward 
higher levels of living for everyone. It 
does not sanction, accordingly, attempts 
by owners or managers to “turn back the 
clock,” since it recognizes the economic 
and social obligations of private owner- 
ship to contribute to progress in an ex- 
panding economy. It is not a reactionary 
management philosophy. It does not 
sanction attempts by politicians or aca- 
demic theorists to bet the fruits of past 
technical and managerial achievements of 
private enterprise on the nose of some 
untested economic, political, or social 
hypothesis. It is likewise not a radical 
philosophy. It does place an obligation 
on the executive leadership of a business 
organization to conserve those social 
values in the community and the nation 
that are affected by business activity; 
however, any such contribution can not 
be at the expense of the primary service 
objectives of the firm. A business organi- 


zation is primarily an economic institu- 
tion, not a social agency. 

It is obvious that the right to engage 
in private enterprise carries with it the 
obligation to contribute to technological 
progress in the particular industry in- 
volved to the limits of the organization's 
capabilities and resources. The elevation 
of the living standards of the rank and 
file of the population depends on con- 
tinued advances in this area. 


Managerial Progress and the Scientific 
Method 

The application of the scientific method 
to management problems results in an 
analysis of the principal factors, forces, 
and effects in the management process. 
It develops a logic of effective thinking 
in terms of business objectives, policies, 
functions, factors, and relationships that 
is applicable to the solution of managerial 
problems anywhere. It is a scientific 
philosophy of management in this respect. 
It does not advocate any formulistic ap- 
proach, mathematical or otherwise, to the 
solution of business problems. It recog- 
nizes that such approaches may aid in 
the performance of managerial functions. 
Yet as of now there is no mechanical sub- 
stitute for the mental processes of execu- 
tive decision-making. 


Incentives, Rewards, and Penalties 
A sound philosophy of management in- 
cludes recognition of the importance of 
big rewards for big results. It does not 
seek to chisel away the fruits of success, 
whether they be in the form of profits, 
bonuses, incentive pay, salaries, wages, 
fringe benefits, or various intangible val- 
ues, provided that these are earned under 
competitive conditions. It is a philosophy 
of positive motivation. 
This philosophy recognizes the validity 
of the profit objective on the basis of: 


(1) The concept of profit as a reward 
of private capital for the successful ac- 
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ceptance of business risk in the rendering 
of an economic service, under competitive 
conditions in a free market. It recognizes, 
consequently, that a profit is the princ:pal 
objective of the business man, even 
though customer service is the primary 
objective of the business organization; 

(2) The concept of profit-making as a 
necessary stimulus to the formation of 
private capital. 

This philosophy is not in sympathy 
with attempts to prevent individuals from 
accumulating large fortunes or corpora- 
tions from plowing back large sums for 
the growth and expansion of the particu- 
lar business, especially when such at- 
tempts have as their real objective the 
prevention of the growth and develop- 
ment of a free enterprise economy. It has 
been noted previously that one can not 
have private capitalism without private 
capital. The alternative is some form of 
state capitalism and socialism. The right 
to accumulate large pools of private capi- 
tal places on individuals, insurance com- 
panies, investment trust managers, ad- 
ministrators of pension funds, and other 
private agencies an obligation to use such 
funds wisely in the interests of its private 
owners but with due regard for the pub- 
lic interest. 

The obligation to serve the public in- 
terest through a satisfactory accomplish- 
ment of customer service objectives car- 
ries with it the right to stimulate effective 
action by organization members for the 
accomplishment of these objectives. This 
stimulation may be given through appro- 
priate incentives. These incentives may 
be positive motivations based on the hope 
of gaining additional values as a result of 
superior performance. These values may 
be money or some intangible satisfactions. 
Incentives may also be negative motiva- 
tions based on the fear of losing desired 
values as a result of disciplinary action 
for cause. The obligations of leadership 
carry with them the right to engage in 
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appropriate and just disciplinary action. 
Failure to take appropriate disciplinary 
action, when required by the situation, 
carries with it the danger of loss of organ- 
izational morale. Positive incentives tend 
to be more effective in the long run than 
negative incentives. 


Leadership, Responsibility and Authority 

No organization can be better than its 
leadership, over a period of time. The 
function of management is the work of 
executive leadership. It is the mental 
work of planning, organizing, and con- 
trolling the activities of others in the 
joint accomplishment of a common ob- 
jective. The executive must have those 
rights of decision and command that are 
necessary for effective leadership any- 
where, as well as the concomitant obliga- 
tions of leadership. It is recognized that 
an uncontrolled exercise of any authority, 
including executive authority, is neither 
in the public interest nor in the interests 
of private enterprise. 

The organization and use of executive 
development programs has been wide- 
spread since World War II. Participants 
in these programs are usually candidates 
for advancement to the ranks of general 
executives. An objective of these pro- 
grams is usually the development of 
greater breadth of understanding and 
viewpoint of the problems of manage- 
ment, both internal and external. An- 
other objective is the self-development of 
some greater capability for creative think- 
ing and problem-solving thought among 
the program participants. The develop- 
ment of greater technical proficiency in 
some staff field is seldom the objective. 
The continuation of these programs is 
evidence of the importance attached to 
effective executive leadership by top 
management. 


Business Ethics and Sound Business 
Relations 
A well-rounded management philoso- 
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phy recognizes that the development of this. Some cynical commentators have 


good organizational morale and the main- 
tenance of sound business relations of all 
kinds depend on confidence in the exe- 
cutive leadership provided. It empha- 
sizes, therefore, the importance of ethical 
principles in the formulation of business 
policies. It is a moral philosophy in this 
respect. 

Business leaders state frequently that a 
successful business is conducted on a 
basis of confidence. Many millions of dol- 
lars are spent annually for the promotion 
of better public relations, community re- 
lations, dealer relations, supplier relations, 
and labor relations. The objectives of a 
company are usually determined initially 
by its top management with the approval 
of the board. No one is likely to have 
much confidence in the purposes of an 
organization when the ethics of its prin- 
cipal executives are open to question. 

In an attempt to discredit the free 
enterprise economy, some critics impugn 
the motives of business leaders gener- 
ally. Standards of right or wrong business 
conduct are relative, of course. They rest 
on various intangible considerations. It 
is true, nevertheless, that there are some 
unethical people, including executives. It 
is true also that under a condition of free 
competition the level of business conduct 
tends to be determined by the least com- 
mon denominator of ethical behavior. As 
a consequence of this fact, some govern- 
mental regulation of business conduct has 
become necessary. On the other hand, 
many management societies, professional 
societies, and trade associations have em- 
phasized the importance of business 
ethics in the conduct of business affairs. 
They have attempted to develop manage- 
ment codes for the guidance of their 
members. 

Many large corporations have pub- 
lished statements of basic policies that 
are in effect management codes. They 
put themselves on record when they do 


remarked that these codes, when properly 
framed, are suitable only for hanging on 
the wall of the president’s office. In any 
event, the process of transmuting ethical 
principles into business policies and the 
translation of these policies into operating 
practices do seem to be something of a 
mystery to some executives. This, how- 
ever, is a question of ability rather than 
intent in many cases. 
Sound Labor Relations 


Owners and managers must recognize 

labor’s right of collective bargaining. The 
loss of a property right in one’s services 
is coincident with or follows the loss of 
property rights in one’s possessions. The 
right to sell one’s services, individually or 
collectively, through representatives of 
one’s choosing, was reaffirmed by the 
Taft-Hartley Act. A denial of the right 
of collective bargaining, and its concomit- 
ant right to organize, leads to socialism. 
The socialist state owns or controls the 
means of production. These means in- 
clude operative labor and management, 
as well as land and capital. Countries 
with advanced forms of state capitalism 
have labor organizations. However, these 
organizations are instruments of the state, 
which is also true of the business organi- 
zations of these countries. There can be 
no true collective bargaining under social- 
ism. 
A philosophy of management, to be 
sound, need not insist that management 
should facilitate the organization of its 
operatives and bargain collectively 
through professional labor leaders. This is 
a matter for the decision of these employ- 
ees. They can elect to deal directly with 
their company executives, since it is their 
right to deal through representatives of 
their own choosing. Such an election im- 
plies, however, a higher level of morale 
than is found in most business organiza- 
tions. 

The problem of organizational morale 


= 

| 

| 

| 

| 

a 

4 

5 

ic 

‘ 

| 

| 

| 


| 
| 
| 


also appears to be a mystery to many ex- 
ecutives. This may be why they have 
handled the problem so poorly. The ex- 
istence of the problem is no compliment 
to these executives, since leadership is a 
basic morale factor. It is conservative to 
say that American executives have done 
a much better job of new product de- 
velopment than they have of morale 
development. 

An acceptance of the value of collective 
bargaining does not mean that one must 
recognize any right of labor to a profit 
share because of the service obligations 
set up in a contract of employment. One 
cannot sell one’s services and retain title 
to them at the same time. It recognizes 
the right of the firm to dispose of its 
profits or losses in any legitimate manner. 

Individual Initiative and Freedom 
of Action 

This writer's management philosophy 
emphasizes the concepts of delegation, 
decentralization, individual initiative, and 
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individual accountability. It recognizes 
the obligation of the individual to con- 
tribute to the accomplishment of the 
primary service objectives of his organiza- 
tion, as well as his right to a reasonable 
satisfaction of his personal objectives in- 
sofar as they are associated with his con- 
tract of employment. It emphasizes the 
importance of the individual, while recog- 
nizing the value of group coordination 
and cooperation. It is a philosophy of in- 
dividualism in this respect. 


Epilogue 

The development of the above philoso- 
phy of management began about 25 years 
ago as the author sought for himself a 
better basis for problem-solving thought 
in the field of management than then 
existed. It has been most helpful to him. 
It is presented with the thought that it 
may be helpful to those business execu- 
tives who may wish to develop a philoso- 
phy of management for themselves. 
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ADVERTISING AND PUBLIC RELATIONS ACTIVITIES OF 
INSURANCE COMPANIES: WITH SPECIAL EMPHASIS 
ON HEALTH INSURERS 


SuzANNE S. MCWHOoRTER * 


North Texas State College 


There are only two means available to 
any firm to sell its goods or services. 
These are personal and nonpersonal sell- 
ing. Insurance usually requires personal 
selling at some stage of the transaction. 
A few companies, however, depend upon 
nonpersonal selling exclusively, and many 
others use various nonpersonal techniques 
to supplement personal salesmanship. 
Nonpersonal selling activities may take 
the form of publicity, advertising, and 
public relations. 

Publicity is any form of non-paid, non- 
personal selling; and it may be favorable 
or adverse. Favorable publicity usually 
consists of good relations with the press, 
radio, and other informational media. Al- 
though publicity has been used to a vary- 
ing degree by all companies at some time, 
it is seldom within the control of manage- 
ment; and consequently it is impossible 
to measure. For these reasons, accurate 
data could not be obtained, and pub- 
licity is excluded from this discussion. 

Advertising may be defined as “any 
paid form of nonpersonal presentation of 
goods, services, or ideas to a group by 
an identified sponsor.” Advertising may 

* This paper is based on a Doctoral disserta- 
tion on the marketing of health insurance com- 
pleted at The Ohio State University in 1957 and 
financed in part by the Harold R. Gordon Me- 
morial Fund. The information reported was 
obtained primarily through interviews with top 


management personnel of the 43 insurance com- 
panies included in the study. 

1T. N. Beckman, H. H. Maynard, and W. R. 
Davidson, Principles of Marketing, 6th ed. (New 
York: Ronald Press Co., 1957), p. 408. 


be utilized for any one of several reasons. 
Public recognition and acceptance of the 
firm, the product, and the sales represen- 
tatives are basic. In addition the com- 
pany may feel an economic duty to 
support trade publications through adver- 
tising. Advertising may also be used to 
boost the morale of sales representatives 
and to attract and hold new sales person- 
nel. This is one of the reasons for adver- 
tising in national magazines by companies 
which serve only a regional market. Ad- 
vertising may further be used to induce 
sales representatives to increase produc- 
tion. Free local advertising or a coopera- 
tive advertising allowance for attained 
sales volume of a predetermined amount 
may stimulate the sales representative to 
greater sales effort. 

Advertising may be classified, depend- 
ing upon its purpose, as institutional, pro- 
motional, or cooperative. Institutional ad- 
vertising is designed to increase sales 
through greater public recognition and 
acceptance of the company as a business 
institution. Such advertising may empha- 
size the stability of the company, its 
services, or the professional quality of its 
sales representatives. It is not designed, 
however, to promote the sale of one spe- 
cific product. Promotional advertising, 
on the other hand, promotes one product 
or one line of closely-related products, 
usually through the use of “hard selling” 
copy. Frequently, one type of coverage 
is emphasized and all salient features of 
it outlined. This advertising is designed 
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to promote interest and acceptance of one 
kind of policy. Cooperative advertising 
refers to advertising expenditures for the 
direct benefit of the sales representative. 
(Donations to trade associations for ad- 
vertising sponsored by the association are 
also sometimes classified under this head- 
ing. These expenditures are treated as 
public relations activities in this study, 
however.) It includes advertising allow- 
ances to agents and the preparation of 
mats or other advertising material which 
the agent may use at his own discretion. 
Although the company may furnish the 
agent with mats or advertising copy to 
use over his name, most companies re- 
quire that he pay the space costs of the 
media which he uses. Other companies 
pay a portion of the space costs or make 
the allowance noted above. 

Admittedly, there is sometimes a fine 
line of distinction between public rela- 
tions and advertising. There are two 
important distinguishing characteristics, 
however. Although it is often difficult to 
establish a direct relationship between 
advertising expenditures and increased 
sales volume, the specific purpose of ad- 
vertising nonetheless is to directly in- 
crease the sale of the sponsor. Advertis- 
ing, therefore, is directed to potential 
prospects or sales representatives; and 
varying degrees of selectivity are exer- 
cised in the choice of media to accom- 
plish this purpose. 

Public relations activities, on the other 
hand, are not designed to directly increase 
sales. Any benefits which may accrue to 
the company are recognized as being of 
an indirect nature only. Secondly, public 
relations activities are usually directed to- 
ward the public, the industry, or the com- 
munity at large rather than to a select 
group. A superior public relations pro- 
gram usually grows out of the feeling on 
the part of management that the com- 
pany is a vital and integral part of the 
economy. Not only does the company 


have a social responsibility to contribute 
to the improvement of that economy, but 
a better economy will provide a more 
fertile and stable market. Thus, anything 
the firm can do to increase the general 
welfare of a community will be directly 
reflected in benefits to itself. 


Organization of Advertising and 
Public Relations Activities 

So that the data collected for this study 
will be more useful for comparative pur- 
poses, the participating insurance com- 
panies have been divided into size cate- 
gories based on net annual premium 
volume obtained from health insurance 
sales.? This breakdown is shown in Table 
1. Of the 43 companies studied, 41 had 
advertising programs and 35 had public 
relations programs. 


TABLE 1 


Heats Insurers Participating In Stupy 

SeLecrep By Size Basep on Net ANNUAL 

PREMIUMS AND PERCENTAGE OF NATIONAL 

Market OBTAINED, FOR THE YEAR ING 
DecemsBer 31, 1955 


of National 
Size in Number Market 
Net Annual | Number | of Firms| Obtained by 
Premiums* | of Firms | Partici- | Participating 
(in millions) U.S. | pating Firms 
Over $100 8 7 40.79 
$25 to $100 10 7 10.98 
$10 to $ 25 22 9 4.69 
$ 1lto$ 10 198 9 1.55 
Under $1 419 11 0.20 
Total 657 43 58.21 
*Premiums as used in this table refer to health insurance 
premiums only. 
Source: Accident and Health Argus Chart (Cincinnati, 


Ohio: The National Underwriter Co., 1956). 


Advertising and public relations activ- 
ities may be carried out in separate de- 
partments, i.e., an advertising department 
and a public relations department; in a 
combination advertising and public rela- 
tions department; or in the operating 
departments directly concerned with such 

? The term “health insurance” is used to repre- 
sent what is known variously as “accident and 
health insurance,” “sickness and accident insur- 
ance,” “disability insurance,” etc. 
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activities. Sixteen of the firms had sepa- 
rate advertising departments, and 11 
attached sufficient importance to their 
public relations to establish a separate 
department for the function. Fourteen 
of the companies combined advertising 
and public relations into one department. 
In 12 of the firms no separate department 
was maintained. Advertising and public 
relations activities in these companies 
were performed by personnel in the vari- 
ous operating divisions. 

Of the 11 companies with less than one 
million dollars in annual premium vol- 
ume, 10 had advertising programs and 6 
had a public relations program. More- 
over, four of these companies had sepa- 
rate advertising departments; and three 
others had combined advertising and 
public relations departments. While none 
of these firms had a separate public rela- 
tions department, only four performed 
advertising and public relations activities 
in the operating departments. This indi- 
cates the feasibility of specialization in 
these activities for even the smallest com- 
panies. 

In addition to these internal organiza- 
tions for advertising, 17 insurers availed 
themselves of the services of advertising 
agencies. Advertising agencies can be 
utilized by any size of company. Their 
services may include preparing advertise- 
ments, selecting media, testing effective- 
ness of the advertising, and supplying 
various types of marketing research in- 
formation. Many of these services are 
often available to the advertiser without 
additional charge since the agencies are 
technically paid by the media in which 
the advertising is placed. The agency tech- 
nically operates as a “space” broker and 
receives a discount, usually 15 per cent 
of the space or time cost, which consti- 
tutes its “commission.” For example, if 
the rate for a page of space is $10,000, the 
advertiser would pay the agency this 
amount. The agency would then remit 


$8,500 to the medium owner and keep 
the other $1,500 for its commission. If the 
advertising were placed directly by the 
advertiser, the charge would still be 
$10,000 to him. There is thus no induce- 
ment to place the advertising directly 
with the media. 

If the advertising account is large, 
agencies frequently prepare the adver- 
tisement and furnish marketing research 
services without additional charge. On 
small accounts the agency may charge a 
service fee for performing these services. 
All agencies maintain art and layout spe- 
cialists who may be retained to do the 
art work needed in an advertising cam- 
paign on a job basis. Thus, even the small- 
est company may utilize the services of 
these agencies for the more technical 
phases of a given advertising campaign. 

The larger companies made greater use 
of advertising agencies than did the 
smaller companies. Advertising agencies 
are feasible for use by the smaller com- 
panies, but the larger firms are better able 
to afford the use of the more expensive 
types of media in which the use of ad- 
vertising agencies is customary. The 
larger advertising expenditures of these 
companies also attract the agencies, and 
they may aggressively seek these ac- 
counts. The use of mass media on a na- 
tional scale almost always requires and 
justifies the use of an advertising agency. 

Advertising Policies and Procedures 

It is difficult to determine just what 
proportion of all insurance advertising 
by the companies surveyed was devoted 
to health insurance. Several factors need 
to be noted. First, seven health insurance 
specialty companies are included in this 
study; and their entire budget was di- 
rected toward the promotion of sales in 
this area. In addition, 17 of the insurers, 
excluding the specialty companies, allo- 
cated a specific dollar amount or per- 
centage of their entire advertising budget 
for health insurance advertising. The 
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percentage varied widely among the com- 
panies and from time to time within a 
particular company. In general the 
amount devoted to health insurance ad- 
vertising exclusively, plus all expenditures 
for institutional advertising, constituted 
less than 1 per cent of the premium vol- 
ume from this line of business. There 
were a few exceptions to this, of course, 
but this pattern was reflected in the 
majority of companies of all sizes and 
types. 

Finally, it should be noted that it is 
extremely difficult to trace all the results 
of a specific advertisement. Institutional 
advertising is primarily a goodwill activ- 
ity. Consequently, any benefits resulting 
from it accrue to all types of insurance 
which the company may sell. Even where 
an advertisement is highly promotional 
and devoted entirely to one type of cov- 
erage, it could result in the sale of other 
types of policies sold by the sponsoring 
company. For these reasons the data 
presented here pertain to the over-all ad- 
vertising programs. Where possible, refer- 
ence will be made to health insurance ad- 
vertising procedures, but it is not to be 
assumed that all subsequent information 
on advertising policies and procedures 
pertains only to this form of insurance. 


Insurance companies have traditionally 
been thought of as sponsors primarily of 
institutional advertising. In recent years, 
however, there has been a marked trend 
toward promotional advertisements. Of 
the 41 companies with advertising pro- 
grams, 28 of them used promotional ads 
as compared with 26 which used institu- 
tional advertising. All seven of the in- 
surers in the largest-size category used 
promotional advertising, and six supple- 
mented this with institutional ads. This 
may be compared with the category com- 
prising the smallest firms in which eight 
of the ten companies employed promo- 
tional advertising while only four used 
institutional. The management philoso- 


phy of advertising in the smaller com- 
panies is that their budget and their mar- 
ket are both limited and that specific 
promotion of policy types will result in 
the greatest return from their advertising 
dollar. Executives of these companies 
stated that promotional advertising per- 
petuates the name of the company before 
the public, and they thus obtain institu- 
tional effects as well from their promo- 
tional ads. The larger companies which 
offer a wider line of coverage, however, 
may use institutional ads to benefit all 
lines offered. The choice is fundamentally 
one of the philosophy of top management 
in each company toward the use of non- 
personal selling activities. 

All types of insurers—life, multiple line, 
casualty, and health specialty companies 
—are represented in this study. It is 
interesting to note that the only category 
of firms which showed a larger propor- 
tion of the companies using institutional 
than promotional advertising were the 
life insurers. 

Cooperative advertising with agents 
was reported by eleven companies. Six 
of these had a premium volume in excess 
of one hundred million dollars annually. 
These activities declined rapidly as the 
size of the company diminished. There 
were two reasons for this. First, smaller 
companies could less afford these activi- 
ties; and, secondly, the smaller companies 
more frequently used general agents who 
were less dependent on the insurers they 
represented. Small companies look to these 
agents to provide them with services, 
whereas the larger companies tend to 
provide services for their representatives. 

Nine of the firms providing coopera- 
tive advertising served a national market. 
None of the local firms (firms operating 
in three or less states) reported such ac- 
tivities. It is to be expected that com- 
panies which are located a great distance 
from their market can advertise quite 
effectively on a local scale in cooperation 
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with their sales representatives. In these 
areas the sales representatives are the 
company. Local firms, on the other hand, 
are familiar with local conditions and 
may feel that company advertising exclu- 
sively will be sufficient. 

Of the various types of companies 
represented in this study, life insurers 
used cooperative advertising to a much 
greater extent than other types of com- 
panies. Much of this is due to the type 
of marketing organizations used by life 
companies. They use the managerial sys- 
tem (a system consisting of branch offices 
which are staffed with salaried company 
personnel) to a greater extent than other 
types of companies. Agents operating out 
of these branch offices receive no over- 
writing commission as do general agents 
since many of the functions ordinarily 
performed by a general agent are handled 
in the branches or at the home office. The 
general agent may use part of his over- 
writing commission to pay for advertis- 
ing. Agents under the managerial system 
must rely upon cooperative advertising 
with the company or bear the entire cost 
themselves. In addition, the cooperative 
advertising may act as a further incen- 
tive to increase production where no 
overwriting commission is paid. Hence, 
companies using a managerial system fre- 
quently provide cooperative advertising 
allowances for their agents. 


Media Used in Advertising Programs 


The vehicle that carries the adver- 
tisement is spoken of as the medium. 
Several types of media are used by in- 
surers who wish to advertise. These are 
the fcllowing: trade magazines or jour- 
nals, national magazines, newspapers, 
direct mail, radio, television, point of 
sales displays, and specialties. Point of 
sales displays and specialties are grouped 
here as sales aids. 


Trade Magazines 
Trade magazines are publications di- 


rected to members of some particular 
trade, business, or profession. The major 
part of insurance company advertising in 
such publications appears in the insur- 
ance press. Trade magazines were the 
most widely used of all the types of 
media. Thirty of the 41 companies with 
advertising programs reported the use of 
trade magazines. In fact, this was the 
only medium used by six of the com- 
panies. The principal reason for using 
this medium is to recruit potential agents 
and to reach the brokerage trade. Such 
advertisements usually emphasize the 
advantages to be derived from doing 
business with the sponsoring company. 
Vested renewal rights, high commissions, 
and national advertising frequently are 
chosen as the focal point of emphasis. In- 
surers may also feature a particular cov- 
erage or unique provision of a policy in 
order to attract new agents or brokers. 
The second reason for using this medium 
is a desire to help support the publication. 
Trade magazines are a valuable medium 
for interchange of ideas and news. Execu- 
tives of many insurance companies are 
fully conscious of this fact, and these in- 
surers contribute to the support of the 
publications through advertising. Com- 
panies which advertise in the insurance 
press for this reason usually sponsor insti- 
tutional type ads. 

Companies of all size categories, serv- 
ing all market areas, and of all types used 
trade magazines. The choice of this media 
was not affected by these factors since 
this is advertising to the trade. Only the 
trade press could keep the company name 
before the industry at a reasonable cost 
for the smallest companies. 


National magazines 


National magazines are an important 
medium for advertising. They include 
consumer magazines and general business 
magazines which are not classified as 
trade publications. Some examples of 


national magazines which were reported 
as being frequently used were Saturday 
Evening Post, Life, Time, and Business 
Week. Fifteen of the insurers used such 
national magazines. 


The major reason given for advertising 
in this medium was to gain national 
recognition and prestige. Salesmen like 
to be associated with companies which 
advertise on a national scale, and insurers 
find that it is an excellent morale booster. 
The salesmen can also use reprints of 
the advertisements as a sales aid when 
contacting prospects. National magazines 
also enjoy a longer life than many other 
types of media. A newspaper is discarded 
the day after it is received, but a maga- 
zine may be read over a period of several 
weeks. Insurers using promotional ad- 
vertisements with reply coupons in 
monthly magazines reported that gen- 
erally only one-half of the total responses 
were received during the first month of 
issue. Some responses straggled in for a 
year or more after the publication of the 
issue in which the advertisement ap- 
peared. 

National magazines have certain draw- 
backs, however, the most notable of which 
is waste advertising. The insurer buys the 
circulation as it is and cannot concentrate 
his efforts on some territories while skip- 
ping others. The selection of particular 
groups of prospects is also more difficult 
than with some other types of media. 
However, if mass coverage with little 
selectivity is desired, national magazines 
are ideal. 

Another disadvantage lies in the fact 
that closing dates are usually well in ad- 
vance of publication. Added to this is the 
time that is required to prepare the adver- 
tisement before it is submitted to the 
publisher. A brand new coverage may be 
several months old before notice of it will 
reach prospects through national maga- 
zines. Similarly, national magazines are 
not feasible for advertising insurance 
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policies when changes are in the offing. 
The policy may not be available by the 
time the magazine is issued. Two com- 
panies reported that they made no use of 
national magazines for advertising health 
insurance because their coverages were 
undergoing complete revision. They plan- 
ned to continue the use of this medium 
once the revision was effected, however. 

A third disadvantage is the high cost of 
space. To a small company the price of 
one page of space may be prohibitive. 
The cost of space in national magazines 
is such that a single one-page spread in 
the more popular consumer magazines 
would exceed the total advertising budget 
of many small companies. The waste cir- 
culation would deprive local and regional 
companies of all but a small portion of 
benefit. 

No local companies and only two re- 
gional companies used this medium. Ex- 
ecutives of both of these regional com- 
panies felt that the prestige gained from 
national advertising more than offset the 
waste circulation. 

The type of company does not influence 
the selection of national magazines al- 
though only one of seven specialty com- 
panies used these magazines. Five of 
these companies used direct mail sales 
organizations. Mass media, therefore, 
would dissipate the advertising budget 
without providing the response that se- 
lected direct mail advertising achieves for 
companies with this type of sales organi- 
zation. The controlling factors in the 
choice of national magazines are size of 
company and area served. Only the 
largest companies with a broad scope of 
operations avoid the problem of waste 
circulation which use of such magazines 
often entails. 


Newspapers 

Local newspapers serve a large por- 
tion of the people residing in the com- 
munities in which they are published. 
The principal advantage of newspapers is 
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their great adaptability. The insurer may 
restrict its advertising to the territories in 
which it sells, or to those areas which it 
wishes to cover intensively, or to an area 
in which it desires to run a test. In addi- 
tion, newspaper advertising may be 
adapted to a particular community and 
may feature local company representa- 
tives. Furthermore, the company may put 
its advertising message into the homes of 
thousands of people on a few days’ notice. 
Since newspapers are so highly adaptable, 
it is surprising that only 11 companies 
reported using them. 

Four of the companies using newspa- 
pers had done extensive research on 
media and reported that they had found 
Sunday supplements far superior to na- 
tional magazines both in ability to blanket 
the market and in returns per 100,000 of 
circulation. Waste circulation is avoided 
since papers may be chosen in areas of 
heavy prospect concentration and in areas 
in which an adequate sales force is ag- 
gressively cultivating the market. Utiliza- 
tion of the metropolitan-area concept of 
market measurement has been used by 
sales managers of tangible goods for sev- 
eral years in laying out sales territories. 
The original concept was conceived by 
the Bureau of the Census in the 1949 
Census of Business. The standard metro- 
politan area consists of an area that has a 
minimum population of 100,000 and con- 
tains at least one city of 50,000. As of the 
1954 Census of Business the entire United 
States is divided into 172 such areas. The 
health insurers using Sunday supplement 
newspaper advertising have used this 
technique. By proper choice of specific 
newspapers a complete blanket of adver- 
tising can cover the mass of their poten- 
tial market with little waste circulation 
and at less expenditure than a national 
campaign in other media. 

Most of the companies which used 
newspaper advertising did so partially in 
cooperation with their sales representa- 


tives. This is a highly practical technique 
for several reasons. First it is an incen- 
tive to agents to increase production. The 
company may pay 20 per cent of the 
agent’s advertising costs if he attains a 
certain volume. When an additional vol- 
ume is reached, the company may pay 50 
per cent. Thus, the sales representative is 
encouraged to advertise and to increase 
his production. Another significant point 
concerns the advertising rates. If the in- 
surance company were to run the adver- 
tisements, it would be required to pay 
the national rate. If the sales representa- 
tive runs the advertisement over his own 
name, he pays the local rate. Thus, a con- 
siderable saving can be effected if the 
advertising is done in the name of the 
local representative. 

Local advertisements which feature the 
sales representative have been found to 
be effective when they were used in cities 
of less than 250,000 population. They are 
not so effective in cities which are larger 
than this. It would appear that more 
companies could make use of local co- 
operative advertising to encourage sales- 
men, boost their morale, and make the 
selling job easier for them. 

All of the seven largest companies have 
used local newspapers, either for coopera- 
tive local advertising or for the rifle shot 
type of mass coverage the Sunday supple- 
ment provides. The two smallest cate- 
gories of companies, as well as local and 
regional companies, have used this media. 
The flexibility of newspapers, which per- 
mits the adjusting of an advertising pro- 
gram to meet the budget and area needs 
of all sizes and types of companies, is the 
most important factor in its choice. 


Direct Mail 

Direct mail advertising may be used to 
bring in the business all by itself, in which 
case it is called mail order advertising; or 
it may be used to supplement the work of 
the sales organization. Twenty-six com- 
panies utilized direct mail advertising, 
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but only six relied upon it alone to pro- 
cure sales. 

The unique advantage of direct mail 
advertising is that the prospects to whom 
it is directed can be specifically selected. 
Direct mail advertising is generally highly 
promotional, but some institutional direct 
mail is also used. Many companies send 
goodwill pieces to their policyholders by 
mail. Annual statements and pocket 
calendars which accompany premium 
notices and birthday or Christmas cards 
are direct mail advertising of an institu- 
tional nature. 

Direct mail advertising may also be 
cooperative in nature. Several companies 
reported that they sent direct mail pieces 
for their agents. The agents would submit 
a list of names to whom the letters were 
to be sent and would pay part of the cost 
of the mailing—usually five cents a letter. 
Most companies did not like to use direct 
mail promotional pieces unless they had 
some assurance that the sales force would 
follow up the letters. Some companies 
required the sales representatives to sub- 
mit a report on follow-up activities. 

Direct mail is the easiest of all media 
to test for effectiveness. If properly used, 
it can be very effective. This is supported 
by the fact that five companies which de- 
pend on mail order advertising alone to 
produce sales are still in business after 
fifty years. Several other companies which 
use direct mail advertising to supplement 
personal salesmanship reported that they 
had found it highly effective. Said one 
executive, “We have tested all our adver- 
tising extensively and have found direct 
mail to be the most effective. We, there- 
fore, devote 85 per cent of our advertising 
budget to it. If we found some other ad- 
vertising medium was more effective, we 
would put 85 per cent in that. . . . Direct 
mail gives us a more selective market than 
just trying to cover the whole ‘waterfront.’ 
... It is best to try to get a market which 
is interested in you and your problems.” 
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Opinions of executives as to the value 
of direct mail differed, however. An ex- 
ecutive of a competing company said, “A 
few years ago another insurance company 
made a survey of direct mail. They sent 
out several thousand direct mail pieces 
and followed up all the responses as well 
as contacting the people who did not 
reply. Nearly 60 per cent of their sales 
were made from those who did not re- 
spond. We feel that if that many sales 
could be developed from the people who 
did not even respond, direct mail has very 
little value.” An executive of a third com- 
pany said, “I feel that direct mail or any 
other lead getting device that we might 
employ only serves as a crutch for our 
agents. ... They develop into better sales- 
men when these crutches are not pro- 
vided.” 

The secret of successful direct mail ad- 
vertising lies in several factors. First, the 
mailing list is of extreme importance. It 
must contain the names of potential buy- 
ers, be accurate, and be up-to-date. The 
opportunities for obtaining names of pros- 
pects are sometimes so obvious that they 
are overlooked. One of the best sources is 
past and present customers. These are 
particularly good prospects for new or 
additional coverage. Another source of 
names is from salesmen. The direct mail 
piece from the company often paves the 
way and makes the selling job a little 
easier for him. No company should be 
adverse to helping the salesman with the 
selling job if such aid does not appreci- 
ably increase the acquisition cost. 

Newspaper announcements on engage- 
ments, marriages, and births may furnish a 
fertile source for personal contacts as well 
as for a mailing list. Finally, recorded 
mortgages may provide a list of prospects 
which should be in the market for mort- 
gage-payment health insurance. These are 
only a few sources for names of potential 
prospects. The important item to note is 
that certain coverages are more adaptable 
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to certain prospects than others. 

The importance of the content of the 
direct mail piece cannot be over-empha- 
sized. Frequently, the changing of one or 
two phrases can spell the difference be- 
tween success and failure. If a reply is 
desired, it should be easy for the recipient 
to comply with the request. A reply card 
or return envelope should be enclosed. 
Some insurers found that they received 
more replies when the letters were mailed 
so as to arrive on Friday or Saturday. 
Most people, it was found, had more free 
time on weekends in which to digest the 
advertising message and to take action. 

_ It can be seen that the factors affecting 
the success of direct mail advertising are 
highly variable. It is not surprising, there- 
fore, that some insurers found direct mail 
more effective than did some of their 
competitors. 

Direct mail advertising was used in 26 
companies. The largest companies and 
the smallest were the principal users. 
However, if the six firms which used the 
mail order method of sales are eliminated, 
8 of the 14 insurers with volume in excess 
of twenty-five million dollars used direct 
mail advertising, whereas only 12 of the 
29 firms with volume less than twenty-five 
million used it. Size of company is im- 
portant in that a higher percentage of 
larger companies used it than did the 
smaller ones, mail order companies ex- 


cepted. 

Direct mail advertising can be used by 
all sizes of companies serving all areas. 
It is an expensive medium, however, un- 
less a product is available for immediate 
action by the prospect. It is thus more 
adaptable to use by large companies with 
a sales force ready to exploit all leads 
without delay. The philosophy of top 
management as to the function of adver- 
tising greatly influences the choice or 
rejection of direct mail advertising. There 
appears to be no compromise between its 
advocates and its detractors. 


Radio 

Thirteen companies reported some 
of radio for advertising purposes. Much 
of this was in cooperation with local sales 
representatives and consisted of spot an- 
nouncements rather than the sponsorship 
of a program. No information was avail- 
able as to the effectiveness of these ac- 
tivities. 

Radio is used by all sizes of companies. 
Eight of the smaller companies used it in 
comparison with only five of the larger 
companies. Radio today is a local me- 
dium, highly flexible, and adaptable to 
local campaigns on short notice. The life 
companies use it more frequently than all 
other types combined. 

The factor which determines its use is 
its flexibility as to cost, area, and time. 
It may be used for local, state, regional, 
or national campaigns—frequently on 
twenty-four hours’ notice. Its cost is 
within the reach of the smallest local 
company for local campaigns. It is adapt- 
able to institutional, promotional, or co- 
operative advertising. It was. used by 
approximately one-third of all companies 
included in the study. 


Television 

Television was utilized by only seven 
companies. In contrast to radio this ad- 
vertising was not cooperative in nature 
and usually consisted of the sponsorship 
of a program rather than just a spot an- 
nouncement. Television on a national 
scale is far too expensive for any but the 
very large companies. Local television 
may be used effectively and at a reason- 
able cost by those companies operating in 
a local market or in a few specific areas. 
TV is not feasible for companies which 
have a wide scope of operations, but do 
not have a large volume of sales. 

Opinions as to the value of television as 
a medium for advertising insurance dif- 
fered widely among companies and with- 
in a particular company. Advertising and 
sales executives tended to be quite en- 
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thusiastic about it. One executive stated 
that there was an abrupt increase in sales 
in one week after the company’s initial 
TV program and that « large proportion 
of these sales could be traced directly to 
it by telephone calls from people who had 
seen the program and wanted to buy the 
coverage advertised. Another executive 
of the same company said that the great- 
est value of television was the prestige 
that it built, and he doubted if it was ever 
directly responsible for sales. 

Television is the newest of the mass 
media. It has not been fully developed 
and therefore does not provide the flexi- 
bility of radio and newspapers. The cost 
of television is the controlling factor in 
its use. National coverage is within the 
budget of only the largest companies. 
There is too much waste “viewing” com- 
parable to waste circulation of printed 
media. Like national magazines, its cost 
is based on the number of persons reach- 
ed. The magazine bases its advertising 
rates on circulation, and television bases 
its on viewers. Thus even the largest com- 
pany cannot afford the cost of the waste 
viewers in many instances. Many of the 
national programs are family programs in 
which a majority of the viewing audience 
are children who are not prospects for 
immediate sales. 

The use of television on a local spot 
announcement basis has been effective in 
the sale of certain unique coverages when 
such were first introduced. Polio policies, 
mortgage insurance, and others have been 
successfully advertised by television on a 
local basis by participants in this study. 
In each instance, however, a specific pol- 
icy which was new or unique in the com- 
munity was offered for immediate pur- 
chase action by the viewer. One of the 
factors influencing the use of television 
has been the interest in experimenting 
with the medium. 


Sales Aids 
Sales aids cover a variety of items. In- 


cluded in this category are point-of-pur- 
chase advertising materials which the 
sales representative may use in his sales 
presentations. Also included are special- 
ties such as first aid kits, wallets, baby 
spoons, memo pads, pen and pencils, 
calendars, rulers, and key rings which the 
sales representative may tender in the 
hope of making sales. Some of these sales 
aids are of greater value than others. 
Twenty-two companies reported that they 
used some form of sales aids. 

It would appear that promotional 
pieces which dramatize the insurance 
product would greatly help the sales 
representative in his presentation. It has 
often been stated that “one picture is 
worth a thousand words.” Furthermore, 
this is a relatively inexpensive way to ad- 
vertise since every piece of such promo- 
tional material goes into the hands of a 
“live” prospect. Consequently, there is 
no waste advertising. Those companies 
which furnished films and folders to their 
sales representatives to use in sales pre- 
sentations reported that they had been 
quite effective. Information on the effec- 
tiveness of other types of sales aids, par- 
ticularly specialties, was not available. It 
is always difficult to determine the effec- 
tiveness of activities which are of a good 
will nature. 


Summary on Media 


From the foregoing it will be noted that 
the attitude of top management is of great 
significance in the selection of media. 
Even where top management does not 
directly influence the choice, it does so 
indirectly by the size of the advertising 
appropriation. Although the volume of 
sales limited the amount which could be 
spent for advertising, most advertising 
executives felt that their companies spent 
considerably less than their sales volume 
would support. This is a decision of top 
management, and the advertising director 
must make the most of the dollars which 
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are allotted to him in selecting the media 
which are most effective for his purpose. 


Public Relations Policies and 
Procedures 

The term “public relations” in this 
study includes only those activities which 
benefit the public generally and which 
were rendered by the participating com- 
pany for that specific purpose. Thirty-five 
of the 43 companies carried out one or 
more activities for public benefit. 


Health Education Programs 


Health education programs may be 
elaborate or simple. Seven companies 
participating in this study provided 
health education programs. Major health 
campaigns are usually carried out in only 
one or two communities. An extensive 
health campaign on a wider scale would 
be too costly. In addition, the selected 
community acts as a control for testing 
the effectiveness of the program. One 
company conducted such a campaign for 
expectant mothers. This program involved 
contacts with doctors, hospitals, news- 
papers, and the local Red Cross. The 
community was saturated with pamphlets 
on prenatal and baby care. Courses were 
conducted for all women who wished to 
take advantage of them. Considerable 
publicity was provided by the news- 
papers on the courses and the health pro- 
gram in general. The company reported 
that the campaign was highly successful 
as reflected in a lower mortality rate in 
the community among newborn infants. 

Other health programs are not so elab- 
orate. Some insurers distributed health 
brochures concerning such diseases as 
cancer, tuberculosis, and heart disease. 
Other pamphlets were adapted for use 
by schools to supplement health instruc- 
tion. Some insurers made health educa- 
tion films available. These films could be 
used by various civic groups as well as 
by schools. 


Health programs were provided by 
companies in the intermediate and largest 
size categories. The small, local com- 
panies did not offer these services. All 
types of companies were represented, but 
the life companies were most numerous, 
accounting for four of the seven com- 
panies. The life companies have had a 
long history of public education and have 
carried it into their health insurance di- 
vision. 

Safety Education Campaigns 

Eight of the 35 companies had a safety 
program for the public. Safety campaigns 
were similar in nature to the health cam- 
paigns, some being more elaborate than 
others. Many took the form of education 
for children rather than adults. This was 
done in cooperation with schools or civic 
groups. First aid kits and pamphlets were 
distributed to be used in connection with 
these programs, and essay contests on 
safety were sponsored. Films and safety 
pamphlets were made available to adult 
groups as well as to children. 

Three of the 8 firms sponsoring safety 
programs were multiple line companies. 
Safety education has been an integral 
part of the public relations programs of 
the companies selling workmen’s compen- 
sation insurance for many years. Since 
the war the spread of private health in- 
surance coverages has heightened the 
public interest in safety education. Many 
of these multiple line companies were 
and are property-liability underwriters 
and have continued safety education 


campaigns in their health insurance di- 


vision. 
Educational Endowments, Scholar- 
ships, and Awards 


One of the methods used by 12 health 
insurers to achieve public relations goals 
was educational endowments, scholar- 
ships, and awards. Some companies gave 
awards through schools to promote high- 
way and home safety. A second activity 
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consisted of college scholarships and 
prizes. Some were given in the field of 
medicine, others in safety engineering. 
A third type of public service to promote 
health and safety was the endowment of 
chairs of medicine in universities. 

Included in this category of public re- 
lations are contributions to medical re- 
search foundations. Some of these are 
sponsored as a group project of the under- 
writers acting in concert; others are di- 
rect contributions to such research foun- 
dations as the Cancer Fund, Polio Fund, 
and Heart Fund. Since 1945 the Life 
Insurance Medical Research Fund, which 
is supported by 146 life insurers in the 
United States and Canada, was given 
total awards of over nine million dollars. 
All of these grants and fellowships have 
been devoted to the fight against heart 
disease. 

Ten of the 12 companies providing 
awards and scholarships were serving a 
national market. None of the small com- 
panies operating in a local market en- 
gaged in such public relations activities. 
These activities were performed by 6 of 
the 24 life companies included in this 
study and by 4 of the 8 multiple line com- 
panies. It has already been noted that 
the health and safety education pro- 
grams have been sponsored by life and 
multiple line companies. These educa- 
tional awards, scholarships, and endow- 
ments are a part of this overall educa- 
tional program. 


Community Projects 

The entire group of 35 companies hav- 
ing a formal public relations program 
engaged in general community projects. 
One group of these activities consisted of 
the provision of facilities for public con- 
venience and service. These included 
such things as weather beacons, time-of- 
day, free use of auditoriums, educational 
films, and the use of accounting facilities 
for civic drives. The president of one firm 
which had numerous public relations ac- 


tivities listed the provision of parking 
meter change to the passing public as the 
most popular and appreciated of all of 
their public relations activities in the 
community in which the home office was 
located. 

A second type of community project 
was the furnishing of personnel for 
speeches and public service on civic com- 
mittees. Six of the 35 companies listed 
speeches as the most prevalent and ex- 
pensive activity. In some firms the de- 
mands were so great that a research staff 
was required to prepare speech material 
for the executive personnel. 

Some insurers felt strongly that their 
personnel should belong to various civic 
groups and, as they phrased it, become 
“pillars of the community.” This was par- 
ticularly true of sales representatives. The 
companies felt that prospective clients 
would be more likely to place their con- 
fidence in someone who is prominent in 
the community. This is sound reasoning, 
but the program breaks down if some 
method for enforcing it is not used. Some 
firms required that reports indicating the 
extent and nature of participation in such 
activities be submitted to the company. 
Payment of dues or fees by the company 
could be used to further encourage per- 
sonnel to join civic organizations. In- 
surers which maintain line supervision, as 
contrasted with those which do not, are 
in a better position to require participa- 
tion in community affairs. 

A few insurers included university con- 
tacts in their list of public relations ac- 
tivities. Lectures by highly trained and 
competent executives before classes in 
finance and insurance have proved an 
excellent public relations activity. These 
speakers usually present some of the com- 
plex case problems of the insurance busi- 
ness. Although this is not a part of the 
recruiting program in most companies, it 
paves the way for recruiting by the per- 
sonnel department at a later date. It is 
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also noted that these lectures are usually 
given before classes in colleges of busi- 
ness administration, The students will be 
the executives of business firms in another 
decade and will be in the market for 
group insurance for their employees. The 
point has not been lost on the executives 
of most large, national and regional firms 
participating in the study. 

Trade Association Sponsored Activities 

Thirty-five of the 43 companies par- 
ticipating in this study belonged to trade 
associations which engaged in public re- 
lations work. These activities included 
health and safety educational programs, 
dissemination of information concerning 
health insurance, and group-supported 
research activities. Many small compan- 
ies that were unable to support a health, 
safety, educational, or research program 
on their own were participating in the 
association activities. These firms, there- 
fore, help provide public benefits al- 
though they receive no individual public 
recognition for these activities. 

It would appear that all 43 companies 
could benefit from the various group- 
sponsored activities carried out through 
trade associations. Not only do their pub- 
lic relations activities accrue to the bene- 
fit of the entire industry, but the results 
of research activities should aid all mem- 
bers. Only 6 of the 11 companies in the 
smallest size category belonged to trade 
associations. Yet, these are the firms 
which are least able to afford public re- 
lations and research activities of their 
own. All insurers should give serious con- 
sideration to the advantages of member- 
ship in trade associations. If some com- 
panies feel that the present associations 
are not concerned with their problems, it 
is possible that a special committee could 
be formed within the association to con- 
sider these problems. 


Summary 
It has been seen in the foregoing dis- 


cussion that the public relations activities 
of health insurers assume a variety of 
forms. To evaluate or measure their effec- 
tiveness and adequacy would be difficult. 
By definition public relations were lim- 
ited in this discussion to those activities 
which benefit the sponsoring company in 
only an indirect manner. It is impossible, 
therefore, to establish a relationship be- 
tween such activities and increased sales. 


It was the consensus among the execu- 
tives interviewed that public relations ac- 
tivities were beneficial in creating good- 
will for their firms. Some of the executives 
took the position that if they were not 
actually beneficial, at least the failure to 
participate would have a negative effect 
on goodwill. A few felt that when public 
relations activities are performed by com- 
peting firms, all other insurers must fol- 
low suit or suffer loss of public prestige 
and goodwill. 


‘The extent of public relations activities 
was controlled by the total advertising 
and public relations budget available. 
The larger firms, having larger budgets, 
allocated a larger dollar amount to public 
relations than did the smaller firms. The 
executives of the smaller firms were of 
the opinion that limited budgets should 
be spent on advertising before becoming 
too deeply committed to public relations 
programs such as health and safety cam- 
paigns. These smaller firms, therefore, 
limited their public relations to the sup- 
port of local charitable and civic drives 
and to the activities sponsored by their 
trade association. It is quite probable that 


‘smaller firms receive the greatest amount 


of public relations benefit from their 
funds when they are expended in this 
manner. It is apparent that a majority of 
the executives felt that all insurers should 
engage in some public relations activities 
and that support of local community 
projects and trade association activities 
should be given priority. 
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REHABILITATION AS A PRACTICAL INSURANCE 
PROGRAM 


W. Scotr ALLAN 


Liberty Mutual Insurance Company 


The increasing cost of disability has 
been a strong motivating factor in the 
search of public agencies, industry, and 
insurance companies for ways and means 
to prevent loss and reduce loss cost. 
National Safety Council statistical com- 
pilations for the past several years have 
revealed that close to 2,000,000 work acci- 
dents occur each year, with a total pro- 
duction loss of about 40,000,000 man- 
days, and a total cost in loss of wages, 
medical expense, compensation benefits, 
and other administrative expenses of 
about two billion dollars. If the so-called 
hidden or indirect costs of lost produc- 
tion time are added, the total estimated 
cost of work accidents equals more than 
four billion dollars annually. 

Rising Costs of Disability 

The development of modern surgical 
techniques and drug therapy has resulted 
in greatly increased life expectancy for 
those who have suffered serious injury or 
disease. The prolonged disability which 
now becomes more probable as the result 
of these medical advances can result in 
staggering costs in terms of both indem- 
nity and medical benefits payable under 
state workmen’s compensation laws. At 
the present time, twenty-five of the state 
workmen’s compensation laws provide 
weekly payments for permanent and total 
disability for as long as the worker is dis- 
abled or for life. In addition, similar 
benefits are available under the Federal 
Employees Compensation Act, the Long- 
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shoreman and Harbor Workers’ Act, and 
the District of Columbia and Hawaii 
laws. Forty of the laws provide for the 
payment of medical benefits for as long 
as they may be needed or for life. The 
trend toward including degenerative con- 
ditions, such as heart disease and arthritis, 
under workmen’s compensation, and 
the recognized aging of the popula- 
tion mean greater burdens for industry 
and insurance in the future. Medical and 
surgical fees and hospital costs have 
greatly increased in the past ten years, 
and there is no significant indication that 
this trend has ended. 

Under many state laws serious indus- 
trial injuries to a young man, such as 
those involving loss of both arms or legs 
or spinal cord damage resulting in paraly- 
sis of arms or legs, can cost between 
$200,000 and $400,000 for surgery, pro- 
longed hospitalization, and lifetime nurs- 
ing care. Records of the author's com- 
pany show that reserves totaling over 
nine million dollars are maintained on 
132 open cases involving spinal cord in- 
jury. Reserves total almost ten million 
dollars on open cases involving heart con- 
ditions allegedly related to industrial in- 
jury. It can readily be appreciated why 
businessmen, union officials, insurance 
company executives, and legislators re- 
gard with grave concern this steadily 
increasing burden on American business, 
on the American public, and on the indi- 
vidual American working man. Although 
safety engineering has made a valuable 
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contribution, it has not provided the com- 
plete solution. The steady trend toward 
broader interpretation of the workmen’s 
compensation laws and more liberal bene- 
fits prescribed by those laws holds no 
promise of lowering the over-all costs. 

In the area of non-industrial injury and 
illness the costs are even greater. The cost 
of automobile and other off-the-job acci- 
dents and the disabilities resulting there- 
from are in excess of the total costs of 
work accidents. The cost of illness, much 
of which now comes under voluntary pre- 
paid medical plans, e.g., individual or 
group health insurance policies, cannot be 
guessed at with any great degree of ac- 
curacy. Like the increase of indemnity 
and medical benefits in the workmen's 
compensation field, there has been wit- 
nessed in recent years a steady growth of 
jury verdicts, settlement prices, increasing 
physician and hospital charges, broader 
group insurance coverages, and greater 
benefits under these coverages. All of 
this has led to the same kind of spiraling 
cost of disability as that which has char- 
acterized the workmen’s compensation 
situation. 


Opportunities to Control Disability 
Costs 


Once an injury has occurred the mag- 
nitude of the loss depends upon two 
things—the liability and the duration of 
disability. Fairly set patterns have been 
established with respect to the incidence 
of liability. Court decisions have been 
handed down over the years with the re- 


sult that compensation and negligence ~ 


law have become more settled. Only a 
small percentage of the accidents reported 
can be successfully controverted or de- 
fended. Representatives of insurance 
companies are generally alert and well 
trained to recognize those cases where 
such action is possible and should be 
undertaken. Except in a few jurisdic- 
tions and in certain selected circum- 


stances there exists no great potential of 
saving through more and better trials. The 
vast majority of loss payments are on 
cases involving clear legal responsibility 
for the defendant. The future possibilities 
for control of compensation or liability 
loss, therefore, would seem to lie to a 
large extent in the control of disability 
duration. 

Some fifteen years ago Liberty Mutual 
Insurance Company undertook research 
to see where weaknesses might exist in 
the treatment and care of workmen’s com- 
pensation cases and what might be done 
to shorten disability and to bring about 
more complete recovery. 

Examination of many cases of long- 
term disability disclosed that although 
there were many reasons for disability, 
the causes formed a pattern. Thus it ap- 
peared that disability could be shortened 
by some of the new developments in 
medicine if properly applied. A sub- 
stantial number of the cases had not made 
early progress toward recovery, owing to 
complications in the traumatized part or 
to complications of the injury being 
superimposed on some previously existing 
bodily ailment. It often seemed evident 
from a review of these causes of disability 
that errors of diagnosis had been made. 
It thus appeared that the situation could 
be improved if intensive diagnostic study 
were applied earlier in some adequate 
hospital or clinic facility and if the diag- 
nosis and treatment were applied to the 
man as a whole as well as the injured 
part. 

The study of serious disability cases 
revealed a second large group that had 
progressed well through surgery and sur- 
gical healing, had been discharged from 
the hospital as cured, but where the indi- 
viduals had not returned to any form of 
work months or even years later. Many 
of these cases seemed to fit into a pattern 
of continued disability due to stiff joints, 
atrophied muscles, fear of recurrent in- 
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jury, lack of confidence, or combinations 
of residual disability superimposed upon 
some previous ailment. 

Part of the research was a review of 
projects under way in the United States 
and Canada for the rehabilitation of seri- 
ously injured or handicapped people. The 
conclusion derived from all of these 
studies was that a great deal could be 
done through a planned process of re- 
habilitation. Although the company al- 
ways had undertaken to provide excel- 
lent medical, surgical, and hospital serv- 
ices for injured workmen, it was decided 
that a number of additional services 
should be added to promote early re- 
covery. These activities have been de- 
signed to correct some contributing 
causes of disability brought to light by 
the studies. 

Management believes that it was not 
enough to protect the general public and 
employees of policyholders from injury 
by reducing hazards and by compensat- 
ing or settling promptly with those who 
are injured. A major function of a casu- 
alty insurance company is to help reduce 
lost time and lost abilities by speeding 
the return to work of injured persons—-to 
return them in proper physical and men- 
tal condition so that they may again be 
useful, self-supporting citizens. Although 
initially the thinking and planning for 
better medical and rehabilitation services 
were directed mostly toward workmen’s 
compensation case handling, it has be- 
come increasingly evident that the same 
basic purpose and many of the same pro- 
cedures apply equally to liability and 
group accident cases. 

As the result of this study and the con- 
viction that a coordinated program of ex- 
cellent medical follow-up and rehabilita- 
tion offered a chance to reduce disability 
and permanent impairment, this company 
has gradually developed an integrated 
program for the handling of serious in- 


jury cases. 


A Four-Part Program 

The principal components of the pro- 

gram adopted by Liberty Mutual for the 

handling of serious injury cases are as 
follows: 


Medical Advisers 

The survey of prolonged disability 
cases, mentioned earlier, revealed that 
such disability was often due to errors 
in diagnosis or to inadequate or inefficient 
treatment in the early post-injury stages 
of a case. True rehabilitation can begin 
only when errors in diagnosis and treat- 
ment have been corrected. For this rea- 
son some method of bringing clinical 
diagnosis to the aid of every injured 
worker seemed necessary. It was obvi- 
ously impractical to attempt to send every 
serious case in the country to one of the 
half-dozen major diagnostic clinics such 
as Mayo, Campbell, or Lahey. The idea 
developed whereby a specialist would be 
employed to consult with the claims de- 
partment in analyzing the medical status 
of a case and in assisting in obtaining 
correct diagnosis and correct prescrip- 
tion for further treatment. 

The company’s early efforts to employ 
medical consultants often resulted in 
sending an injured employee to several 
different specialists because the claims 
people did not fully appreciate the prob- 
lem involved. The result was a mass of 
conflicting reports, often based on dif- 
ferent histories and divergent opinions. 
Furthermore, lay interpretations of re- 
ports of examinations and medical con- 
clusions were not always accurate or 
medically sound. 

The conclusion finally reached was that 
the selection and appointment of top- 
ranking orthopedic surgeons as medical 
advisers would assist materially in in- 
suring a uniform history, a scientifically 
sound diagnosis, and a program of sug- 
gested treatment which would lead to the 
best obtainable result. There are now 
some 75 leading orthopedists in that num- 
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ber of cities assisting in this program. 
These doctors work closely with the at- 
tending physician through consultation, 
examination, and joint agreement on pro- 
cedure. Recommendation may be made 
for additional diagnostic tests, reconstruc- 
tive surgery, discovery of underlying con- 
ditions, and the use of existing rehabilita- 
tion facilities. 


Rehabilitation Nurses 

One of the most important components 
of the Liberty Mutual medical service 
and rehabilitation program is the re- 
habilitation nurse. Instituted in 1945, the 
program has been gradually developed 
and extended until there are now 26 
nurses assigned to field office work, with 
two others assigned to the rehabilitation 
centers in Boston and Chicago as special 
counselors to the patients during their 
course of treatment. Those serving in 
these positions have a B.S. degree in nurs- 
ing from an accredited college and most 
of them have had several years of ex- 
perience in public health nursing, ortho- 
pedic nursing, industrial nursing, or in 
the Nurse Corps of one of the armed 
services. By personality and training they 
are fitted to “sell” themselves as well as 
the medical rehabilitation program to pa- 
tient, policyholder, and doctor alike. 

These nurses provide a_ specialized 
counseling service for the seriously in- 
jured worker in workmen’s compensation 
cases. As soon as liability has been de- 
termined by the claims investigation on 
cases involving serious injury, the case 
is referred to the rehabilitation nurse. She 
usually makes her initial contact with the 
injured employee, his family, and his at- 
tending physician, while he is still in the 
hospital. Her aim is to elicit the trust 
and cooperation of all the parties in a 
carefully planned and coordinated pro- 
gram of rehabilitation designed to effect 
maximum physical restoration in the 
shortest period of time. 

The coordinated program of rehabilita- 


tion may involve eventual referral of the 
employee to one of the company’s re- 
habilitation centers in Boston or Chicago 
and may also make use of local rehabilita- 
tion facilities or entail additional special- 
ized surgery, hospital care, or vocational 
re-training by public and private agen- 
cies. The final phases of the program 
involve contact with the injured person’s 
employer to encourage re-employment of 
the handicapped employee in the same 
or a different job and, if necessary, the 
utilization of special training facilities to 
prepare the employee for a different occu- 
pation or for establishment of his own 
business. 

Many personal and family problems 
may act as a barrier to full recovery of 
self-confidence and the physical and the 
mental readiness of the injured person to 
resume work. Resistance on the part of 
attending physicians, family and friends, 
or attorneys must be overcome to accom- 
plish the desired result. The rehabilitation 
nurses have done much to overcome the 
psychological mishandling of serious in- 
jury cases which often resulted in a com- 
plete unwillingness of the injured person 
to cooperate in any return-to-work pro- 
gram. Because of her professional status 
and her complete divorcement from the 
liability phases of the case, the nurse is 
able to win the confidence of the em- 
ployee and get his cooperation for a se- 
lective medical program. Her background 
of training and education enables her to 
understand the medical problems _in- 
volved and to talk and work with doctors 
and hospital staffs on a professional level. 
Her experience with the problems of the 
sick and the injured enable her to handle 
sympathetically the worries and reactions 
of the seriously disabled. Most of all, she 
personally represents the vital interest of 
the employer and the insurer in the em- 
ployee and his welfare. 


Rehabilitation Centers 
Rehabilitation centers represent a ma- 


| 
| 
| 
| 


Rehabilitation 25 


jor component of the program for return- 
ing the seriously injured to work status. 
It was the concensus of company think- 
ing that the need might be met best by 
a facility which would be specialized for 
the industrial accident case and would be 
under careful medical supervision. It 
could also serve as a pilot center for re- 
search in the most effective therapy tech- 
niques. Community facilities for rehabili- 
tation of the industrial injury patient 
were inadequate or lacking in many parts 
of the country at that time. Establish- 
ment of a center specifically designed to 
serve this type of case might lend en- 
couragement to the improvement or es- 
tablishment of comparable facilities at 
the local level by interested groups. 

In June, 1943, the rehabilitation center 
in Boston opened its doors. Persons suf- 
fering all types of injuries resulting from 
industrial accident were eligible for the 
coordinated therapy program. Gradual 
acceptance of its aims and practices led 
to the referral of an increasing number of 
cases from the New England area and 
later from other areas of the country. 


The need for a complete service for the 
amputee was evident almost immediately. 
National statistics and company experi- 
ence revealed that comparatively few 
amputees had mastered the use of arti- 
ficial limbs. Under medical guidance and 
with the assistance of trained prosthetists 
a program was established to assist the 
amputee and his physician in the selec- 
tion and fitting of the prosthesis and in 
training the injured employee in its use. 

The practical success of the Boston cen- 
ter and the demand arising from the 
company’s large volume of heavy in- 
dustry business in the Midwest gave rise 
to the selection of Chicago as the site for 
the second rehabilitation facility. The 
Chicago center was opened in February 
1951, and its operation is patterned on 
that of its predecessor. 

While many cases requiring rehabilita- 


tion services are referred to one of the 
company’s two centers, an even larger 
number are referred to other local com- 
munity facilities. In this way, the com- 
pany recognizes and supports the need 
for such facilities, not only for the indus- 


-trial case but also for the many other 


types of physical handicap. 

The rehabilitation centers have been 
established to provide rehabilitation ther- 
apy at the earliest time medical judgment 
considers the patient ready for treatment. 
Referrals are made by the attending 
physician directly or through rehabilita- 
tion nurses and claims representatives 
with the complete approval of the attend- 
ing physician. The services at the reha- 
bilitation centers are designed to inte- 
grate several types of functional therapy 
in the interest of a better physical and 
vocational result for the patient. 

Each center has its own consulting staff 
of physicians qualified in orthopedic sur- 
gery and experienced in the field of trau- 
matic injury. All cases are examined on 
admittance in order that the exact con- 
dition of the injury may be known and 
the rehabilitation therapy correctly pre- 
scribed. Also on the staff are physicians 
qualified in internal medicine who give 
each patient a complete physical exami- 
nation, including chest x-rays and labora- 
tory studies. This is done in order to 
discover any conditions which might 
complicate recovery and to allow the staff 
to deal adequately with them. 

The therapy program is functional in 
its direction and purpose, since restora- 
tion to work is its primary goal. Physical 
therapy utilizes the accepted modalities 
for heat, exercise and massage, together 
with the standard exercising devices. 
Occupational therapy is built around a 
woodworking shop in which the patient 
selects his own project and builds it with 
hand and foot operated tools under the 
skilled guidance of the trained therapist. 
The functional concept is even carried 
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into the recreational therapy program 
where relaxing but practical games pro- 
vide further use of the injured part. Work 
tolerances are carefully observed and de- 
veloped until actual work ability has been 
attained. All patients are on a full, daily 
program which permits more rapid prog- 
ress toward the desired end result. 

The entire rehabilitation program is 
keyed to the need of the medical profes- 
sion for a post-surgical complement in the 
case involving traumatic industrial in- 
jury. Its practical accomplishments are 
based upon patient motivation and in- 
terest, restoration of confidence, a hard- 
ening to work ability, and the psycho- 
logical “lift” which comes from group 
participation in a common interest and 
aim. 

As of January 1, 1958 a total of 5,107 
cases had been handled by the Boston 
and Chicago centers. Of that number 
4,372 cases, or 87 per cent were substan- 
tially improved; and almost all of these 


were improved to the point of being 


physically able to work. Of the 4,372 
cases improved, 3,543, or 81 per cent, ac- 
tually did return to work, with about one- 
third returning to different jobs than 
those which they had before the accident. 
The average age for both males and fe- 
males was about 44. 

The services of the company’s reha- 
bilitation centers are designed for the 
treatment of injured employees of policy- 
holders, and there is no charge to the 
employee or the referring physician. The 
actual cost of treatment is charged to 
those insureds whose employees are 
treated at the centers in the same manner 
as are the payments for the usual kinds 
of medical care. It is apparent that the 
prompt restoration of function and work 
ability leads directly to the lessening of 
disability and reduction of cost. 


Special Hospital Unit for Severe 
Disability Cases 
The fourth division of the program 


deals with perhaps the most serious of all 
industrial injuries, those in which a frac- 
ture or dislocation of the spinal column 
has caused a severance of, or pressure on, 
the spinal cord, resulting in paraplegia or 
quadriplegia. Modern medical knowl- 
edge, surgical skill, and “wonder drug” 
therapy have now made it possible for 
most of these cases to survive the early 
critical phases and to become long-term 
problems of medical handling and reha- 
bilitation. Because of the lack of avail- 
able adequate services for the rehabilita- 
tion of many such cases, most of them are 
brought to the Industrial Rehabilitation 
Department of Haynes Memorial Hos- 
pital at Boston for specialized surgery, 
carefully supervised hospital care by 
those familiar with the necessity for spe- 
cial nursing techniques, bladder and 
bowel training, and early bed exercise. 
The cases which show progress are gradu- 
ated to ambulation training by experts 
in that field and eventually to a program 
of training in meeting the demands of 
daily living and in preparing for return 
to work. This hospitai unit is jointly oper- 
ated by Massachusetts Memorial Hospi- 
tals, Boston University School of Medi- 
cine, and Liberty Mutual. 


Summary 

More important than any single com- 
ponent of the program, however, is the 
significance and velue of an integrated, 
continuous process of medical guidance 
and rehabilitation which carries through 
from time of injury to re-employment. 
Trained professional and technical peo- 
ple, as consultants to or employees of 
Liberty Mutual, form a working team to 
achieve a result: the restoration of the 
disabled worker to maximum physical 
capacity and to a safe and productive 
job. 

Evaluation of the Program 


Problems encountered in the develop- 
ment of this practical rehabilitation 


igs 
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program were not major but were of a 
character to be expected. Attending phy- 
sicians sometimes failed to cooperate in 
moving the patient into a definitive and 
specialized program of rehabilitation. Ex- 
cept for an occasional isolated instance, 
however, it has been found that careful 
explanation to the doctor of the value 
to his patient of such a program, the flow 
of reports of progress from the rehabili- 
tation center to the physician, and even- 
tual referral of the patient back to his 
care for final evaluation and discharge 
have dissipated any unfavorable reaction. 


Policyholders have sometimes ques- 
tioned the value of sizable expenditures 
for rehabilitation, especially since the cost 
was going into their loss experience. The 
demonstrated reduction of indemnity and 
medical loss costs by the application of 
rehabilitation to the potentially severe 
disability case provides the best answer 
to any such reaction. Some policyholders 
have resisted re-employing handicapped 
employees following their recovery from 
severe injury. Individual explanations di- 
rected at the value of the properly placed 
handicapped person in a safe and con- 
structive job and vocational testing and 
training aimed at developing usable work 
skills have resulted in constantly better 
acceptance of these workers. 


The heartening reception to the pro- 
gram by medical and lay authorities alike 
and its world-wide recognition as a con- 
tribution to the handling of insurance 
cases, its practical accomplishments for 
injured people, and its effectiveness as an 
instrument for reducing loss cost have far 
outweighed temporary disappointments 
or individual reactionary attitudes. 

People interested in rehabilitation and 
in what this program has accomplished 
often ask whether there are plans to open 
a whole chain of rehabilitation centers 
and to expand our services further toward 
a complete company medical program, in 
competition with community services. The 
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primary purpose of this program was to 
establish a pilot center for research that 
would prove the value of comprehensive 
services and would also encourage the im- 
provement of comparable facilities at 
the local level. Both of these aims have 
been realized to a great extent and a 
greatly expanded development of com- 
munity rehabilitation centers and medical 
and therapy programs is expected. These 
will deal more and more effectively with 
the needs not only of the industrial injury 
case but also of traumatic cases generally 
and of problems more closely related to 
chronic disease and congenital handicap. 
With the expansion and improvement of 
such community services, the company 
will undoubtedly find it more practical to 
refer the average patient with an indus- 
trial injury to a good center in his own 
community rather than to transport him 
some distance to the company’s center. 


The humanitarian values of a practical 
rehabilitation program in insurance cases 
needs no emphasis; it is obvious and dra- 
matic. On the financial side of the pic- 
ture, Liberty Mutual has long recognized 
that human gain coincides with business 
gain; that maximum rehabilitation means 
minimum loss to industry in both money 
cost and in lost production. A survey of 
30 routine industrial injury cases, rang- 
ing from simple fractures to post-opera- 
tive discs, being processed by the Boston 
Center indicates an average estimated 
saving in workmen’s compensation bene- 
fits of about $1,000. With respect to more 
serious cases, major amputees and the 
like, individual case savings (both in- 
demnity and medical benefits) of $5,000 
to $50,000 may be demonstrated, depend- 
ing on jurisdiction and type of coverage 
involved. On the series of spinal cord 
cases at the special hospital unit previ- 
ously mentioned, rehabilitation has been 
undertaken on 129 cases and work has 
been completed on 96. Forty-six, or 48 
per cent, of these have returned to work 
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or are in business for themselves. Of the 
remaining cases, 46 have been returned 
to their own homes or to convalescent 
homes and do not require hospital or full- 
time nursing care. A gross saving of 
$3,425,119 is indicated on these 96 cases; 
and, since rehabilitation cost $989,880, 
there is a net saving of $2,435,239 as a re- 
sult of the program. While any estimation 
of monetary savings and speculation on 
the effect of rehabilitation upon the fu- 
ture life of a given individual is neces- 
sarily theoretical, such an evaluation is 
based on a careful review of each case 
in each year of its active existence. 

Dr. Hawley, Director of the American 
College of Surgeons, has emphasized that 
“workmen’s compensation is a public re- 
sponsibility now, and no longer merely 
an insurance affair.” Dr. Hawley in his 
statement might well be echoing the 
thought of many informed insurance 
people, including state insurance com- 
missioners, that we are now witnessing 
the development of private commercial 
insurance into a “public service” type of 
operation. For instance, Commissioner 
Navarre of Michigan at the annual con- 
vention of the National Association of In- 
surance Commissioners in Chicago in 
June, 1958 stated: 


Impressed, as it is, with a public trust, 
the institution of insurance must ful- 
fill its obligations—social, economic 
and political “in the public interest.” 
Recognition of this primary duty and 
responsibility is essential to the preser- 
vation of its and usefulness 
to the society in which we live. 


No longer can industry and insurance 
companies consider insurance as merely 
financial and legal protection. Under 
pressure of the public need and interest 
the service aspects of insurance are as- 
suming greater and greater importance. 
Sound loss prevention techniques, im- 
proved medical service and rehabilitation 
methods leading to the effective control 
of disability, and realistic recognition of 
benefit levels in the light of today’s wages 
and cost of living are vital in today’s in- 
surance business. Failure to recognize 
and act upon these needs can lead di- 
rectly to the substitution of government- 
operated programs for the private enter- 
prise system. The real hope for the future 
seems to lie in the willingness of insurers, 
self-insured employers, and state admin- 
istrative authorities to combine forces and 
imaginatively to create maximum oppor- 
tunities for the restoration of the injured 
workman to his place in industry. 

Rehabilitation of an ill or injured per- 
son presents a tremendous challenge. 
There can be no simple solution to suc- 
cessful rehabilitation. It requires the 
concentrated attention and active coop- 
eration of a great many organizations and 
individuals. Restoration to a useful and 
productive life is a goal which is both 
economically and socially sound. Reha- 
bilitation is an investment in human 
values, the dividends from which can be 
measured not only in dollars but in self- 
respect, worth and dignity of the indi- 
vidual, and essential gain to society. 
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TAXATION OF LIFE INSURANCE COMPANIES: 
THE TREASURY PROPOSAL 


RayMonp F. VALENTI 


Syracuse University 


On September 16, 1958, Representative 
Wilbur D. Mills, Chairman of the Com- 
mittee on Ways and Means, announced 
that the Subcommittee on Internal Reve- 
nue Taxation will hold public hearings 
on the taxation of life insurance com- 
panies beginning on Monday, November 
17.1 These hearings have long been await- 
ed by the industry and are of crucial sig- 
nificance. It is anticipated that a perma- 
nent income tax formula for life insurance 
companies will be enacted during the first 
session of the 86th Congress which will 
convene in January, 1959. More specific- 
ally, these hearings mark the first move 
toward an exposition and analysis of the 
proposal made by the Treasury last spring 
that life insurance companies be taxed 
under a total income concept. 

The industry in the past has consist- 
ently and vigorously resisted the appli- 


1 For background reading in this area, refer to 
the following publications: U.S. Congress, Com- 
mittee on Ways and Means, Subcommittee on 
the Taxation of Life Insurance Companies, A 
Preliminary Statement of the Facts and Issues 
(Washington: U.S. Government Printing Office, 
1954); American Life Convention, Federal In- 
come Taxation of Life Insurance Companies (A 
memorandum of the Joint Committee of the 
American Life Convention, Life Insurance As- 
sociation of America, Life Insurers Confer- 
ence); Raymond F,. Valenti, “Theoretical Ap- 
proaches to Taxing Life Insurance Companies 
for Federal Income Tax Purposes,” The Journal 
of Insurance, Vol. XXIV, No. 2 (November, 
1957), pp. 56-70; Howard C. Swangren, “Fed- 
eral Income Taxation of Life Insurance Com- 
panies,” The Journal of the American Society of 
Chartered Life Underwriters, Vol. XII, No. 3 
(Summer, 1958), pp. 251-261. 
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cation of the general business corporation 
tax method to life insurance companies. 
This corporate—or total income—concept 
is, in one sense, the oldest and, in another 
sense, the newest of the theories which 
have evolved in this controversial area of 
federal taxation. The concept is the oldest 
in that it was the first used, having been 
tested from 1913 to 1920 and discarded 
in 1921 as unsatisfactory. It is the new- 
est in that it is now experiencing a rebirth 
of support. For the first time in 37 years, 
Congress will study a proposal which in- 
cludes premium income as well as invest- 
ment income in the tax base. The early 
experience with this concept is now under 
critical review as the industry seeks to 
marshall arguments controverting this 
method of taxation.? This paper will (1) 
survey the early experience with the total 
income method, (2) describe briefly the. 
Treasury proposal, (3) report and ana- 
lyze the findings of other writers who 
have evaluated the total income approach, 
and (4) suggest some viewpoints and a 


possible modification of this concept. 


2A group of mutual companies have recently 
announced endorsement of the McCormick bill, 
H.R. 13707, which calls for a modified version 
of the total income approach, This bill, the Mu- 
tual Life Insurance Company Tax Act of 1958, 
represents two major breaches in industry soli- 
darity on the tax issue: (1) for the first time an 
industry group has endorsed a form of the total 
income theory, and (2) this bil! applies to mu- 
tual companies only. Historically, the industry 
has supported a tax equality doctrine — equal 
treatment for stock and mutual companies under 
the tax laws. 
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The 1913-1920 Experience 

The early income tax laws did not con- 
tain any special sections applicable to 
life insurance companies. All receipts were 
included in gross income—premiums, 
investment income, and capital gains. The 
companies were permitted to exclude 
from income: (1) tax-exempt interest 
and (2) dividends on policies on which 
premiums were being currently collected. 
The exclusion of tax-exempt income ap- 
plied, of course, to all taxpayers. The 
dividend exclusion recognized the policy 
dividend for what it is—the return of a 
‘premium overcharge. Companies were 
also allowed to deduct all operating ex- 
penses in computing net income. In addi- 
tion, two deductions peculiar to life in- 
surance were recognized: (1) current 
payments on policy contracts and (2) 
additions to policy reserves as required 
by law.’ This latter deduction permitted 
an allowance for whatever part of pre- 
mium income and investment income was 
assigned to the policyholder via the pol- 
icy reserve credit. Thus, the amount of 
income exposed to tax was substantially 
reduced. However, this early formula 
came under immediate pressure on the 
grounds that it was (1) conceptually in- 
valid and (2) administratively difficult 
to apply. 

The theoretical objection to the total 
income approach is that the greater part 
of company income represents the receipt 
of level premiums which the company 
holds in trust for the insured.* In essence, 


3 The law referred to is the law of the indi- 
vidual states regulating the process by which 
policy reserve liabilities are estimated. The cur- 
rent minimum standard is the Commissioners’ 
Standard Valuation system and an assumed in- 
terest rate of 3% per cent (3 per cent in New 
York). Companies may—and most large mutuals 
do—use other more conservative methods. For 
a description of reserve methods, see Robert I. 
Mehr and Robert W. Osler, Modern Life Insur- 
ance, Rev. Ed. (New York: The Macmillan Com- 
pany, 1956), pp. 558-571. 

*For a good statement of this point of view, 
see the American Life Convention Memorandum, 
op. cit., pp. 7-12. 


the premium is not income but a form of 
capital contribution to an underwriting 
fund which, over time, will be redistrib- 
uted to the contributors in the form of 
contract payments on matured claims. 
While the time process is working itself 
out, funds not required for expenses, 
claims, and reserve requirements flow 
into surplus. It is held that this surplus 
is not a profit accretion but is a set-aside 
from receipts for contingency purposes. 
The necessity for the contingency funds 
stems from the fact that the policy reserve 
liability is an actuarial estimate based 
upon assumptions which may be upset 
by war, epidemic, or other catastrophe: 


In order to provide a proper safety cushion 
to guard against unforeseen contingencies 
and asset fluctuations, it is absolutely es- 
sential to carry a surplus in addition to all 
liabilities.5 
The laws of most states permit mutual 
companies to build surplus accounts up 
to 10 per cent of policy liabilities; surplus 
beyond this level must be returned as 
dividends to policyholders. Thus, state 
laws have simultaneously (1) recognized 
the need for surplus and (2) banned un- 
warranted accumulations of surplus. 
The capital deposit argument is offered 
by those who oppose the inclusion of 
premium income in the tax base. This was 
the point of view advanced by the in- 
dustry during the 1913-1920 era and 
restated ever since whenever the general 
corporate method has been revived. The 
downfall of the total income approach 


‘was assured in 1921 when Dr. T. S. 


Adams, a Yale economist serving as ad- 

viser to the Treasury, supported the in- 

dustry argument: 
It has been suggested—and I think it is 
obviously sound—that the only basis of in- 
come for a life insurance company is its 
investment income — interest, dividends, 
and rents which it receives. The premium 
payment it gets is a good deal like a bank 
deposit. When it takes them over it creates 


5 Ibid., p. 9. 
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an obligation such as the obligation of a 
bank to return a deposit when it is called 
for.® 


This statement by the leading tax author- 
ity of that period is resurrected again and 
again whenever the inclusion of premium 
income is proposed. However, the demise 
of the total income method at that time 
was not based solely upon conceptual 
grounds. 

A frequently expressed statement with 
respect to the early experience with the 
corporate approach was that it was pro- 
ductive of litigation rather than revenue. 
It must be conceded that the early income 
tax laws did require court interpretation 
in their application to life insurance com- 
panies. The chief areas of litigation were 
in relation to: (1) dividends and (2) 
required reserves.’ Minor areas of dis- 
pute also developed because the account- 
ing methods required by state law at 

times conflicted with the methods re- 
quired by the Internal Revenue Bureau. 
The dividend conflict was resolved with 
relative ease when the Supreme Court up- 
held the exclusion from company income 
of current policy dividend only, thereby 
denying, by indirection, the exclusion for 
dividends on paid-up policies.® 

The issue of the type and amount of re- 
serves to be allowed as net additions 
to reserve funds did prove to be a com- 
plex problem. Insurance companies hold 
not only reserves to cover life and en- 
dowment contracts but also contingency 
reserves, reserves to meet installment pay- 
ments under settlement options, dividend 
reserves, and reserves on health insurance 
contracts. Over the years a series of court 

®U.S. Congress, Senate, Committee on Fi- 
nance, Hearings on H.R. 8245, 65th Cong., Ist 
Sess. (1921), p. 83. 

™ Robert T. Collins, “The Administrative Feas- 
ibility of Using a Total Income Approach in the 
Federal Income Taxation of Life Insurance Com- 
panies,” University of Kansas City Law Review, 
Vol. XXIV (1954-1955), p. 163. 


8 Penn Mutual Insurance Company vs. Led- 
erer, 252 U.S. 523 (1920). 


® House Committee on Ways and Means, The 
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decisions narrowed the interpretation of 
required reserves to those involving life 
contingencies; that is, those affected by 
mortality or disease or accident.® 

The classification of a particular type of 
reserve as a policy reserve liability still 
did not completely unscramble the re- 
serve problem. Some companies used a 
more conservative reserve standard than 
the minimum required by law. This re- 
quired the setting aside of more sub- 
stantial early-year reserves. Other com- 
panies used the minimum standard for 
policy reserves but maintained a more 
substantial surplus. These different re- 
serve methods were all acceptable under 
state law and proceeded from basic man- 
agement decisions. But, the selection of 
alternative reserve formulas gave a com- 
pany an opportunity to control, to some 
extent, its net income because of its con- 
trol over the reserve deduction. This 
characteristic of the total income ap- 
proach created an issue which neither the 
industry nor the Treasury could resolve. 
As a result, the total income theory has 
been labelled ever since as lacking in ad- 
ministrative feasibility. 

In summary, it must be conceded that 
early experience with the total income ap- 
proach was unsatisfactory. Litigation was 
fairly extensive; moreover, companies of 
similar size were often required to pay 
significantly different amounts of tax. By 
1921, the Treasury was willing to seek a 
new method. Dr. Adams testified: 


We have to authorize a lot of special and 
highly unscientific deduction, with the re- 
sult that the taxation of life insurance com- 
panies is one of the faultiest parts of the 
income-tax act. There is continual litiga- 
tion over insurance companies’ taxes be- 
cause of the method of taxation.!® 


This statement, coupled with the industry 
contention that premiums are a capital 
deposit in an underwriting pool, helped 


Facts and Issues (1954), p. 18. 
10 Tbid., p. 15. f. 2. 
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to convince Congress in 1921 that pre- 
miums should be excluded from the in- 
come of life insurance companies. This ex- 
clusion has stood over the ensuing 37 years. 


The Treasury Proposal 


Although the total income approach 
has rested in a state of legislative limbo 
since 1921, it has been studied by stu- 
dents in this field. As indicated in the 
next section, these studies lead generally 
to contradictory conclusions. However, 
this method once again came into the 
Congressional spotlight in March, 1953, 
when a plan of taxation based upon a 
total income approach was suggested by 
staff members of the Joint Committee in 
Internal Revenue Taxation, the Bureau 
of Internal Revenue, the Treasury Tax 
Advisory Staff, and the Office of the Tax 
Legislative Counsel of the Treasury. 
The following month industry representa- 
tives met with government officials for 
the first of a series of meetings to discuss 
this and other methods proposed as alter- 
natives by the industry. The purpose of 
these meetings was to develop a perma- 
nent formula which would be equitable 
and at the same time productive of 
enough revenue to satisfy Congress.!* 

During the period since March, 1953, 
much attention has been directed to life 
insurance company taxation. The Treas- 
ury studied the subject, aided by five dis- 
tinguished experts on loan from various 
companies; '* the industry set up a Joint 

11U.S. Congress, Senate, Committee on Fi- 
nance, Hearing on H.R. 10021, 85th Cong., 2nd 
Sess. (1958), p. 49. Pages 48 to 51 give a chron- 
ological summary of the history of the 1942, 


1950, and 1955 Life Insurance Company Tax 
Acts 


12 It is to be noted that federal income taxes 
on life insurance companies were only $4 million 
in 1948, $4 million in 1949, $20 million in 1950, 
$95 million in 1951; hence, the Congressional 
concern. 


18 Five meetings were held between the in- 
dustry experts and Treasury staff between Janu- 
ary and June, 1956; Senate Committee on Fi- 
nance: Hearings on H.R. 10021, 1958, p. 50. 


Committee of trade associations to sug- 
gest proposals and compromises; and the 
House appointed a Subcommittee to 
study suggested legislation. Hearings were 
held by this House Subcommittee in De- 
cember, 1954, and by the Senate Finance 
Committee in July, 1955, and in March, 
1958. 

During the period of the above hear- 
ings, the Treasury apparently continued 
to refine its thinking about a revival of 
the total income approach. On July 7, 
1955, Mr. George M. Humphrey, then 
Secretary of the Treasury, wrote to the 
Honorable Jere Cooper, Chairman of the 
House Ways and Means Committee: 


Life insurance companies were taxed like 
other corporations on the basis of their en- 
tire net income until 1921, when the tax 
base was confined to free investment in- 
come. At that time, income taxation was 
still so new and undeveloped that it was 
found to be exteremely difficult to deal 
adequately with the specialized problems 
of the life insurance industry. Substantial 
advances have been made since that time 
in tax administration, and the methods and 
techniques of income measurement. It 
should now be possible to develop a fairer 
basis for taxation which will include all 
of the income and deduction items which 
properly reflect the earnings position of a 
life insurance company.!* 
This statement synopsizes the Treasury's 
reasons for believing that the total ap- 
proach could be revived. However, some 
intimation of the perplexities involved is 
indicated by the fact that, despite Con- 
gressional prodding and criticism, the 
Treasury delayed outlining its proposal 


‘until April 11, 1958. This date is more 


than five years after a revival of the total 
income theory was first suggested and 
almost three years after the statement of 
Secretary Humphrey which has just been 
quoted. 


The new Treasury proposal suggests a 
comprehensive income base as a start- 


“ United | States Congress, Senate Committee 


on Finance; Hearings on H.R. 7201, 84th Cong., 
Ist Sess. (1955), p. 17. 
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ing point; income is to include premium 
income, investment income, and gains or 
losses from capital transactions.‘* The 
same comprehensive approach is used 
with respect to deductions; deductions to 
include all operating and investment ex- 
penses, allocations to required reserves, 
and all payments to policyholders includ- 
ing current dividends. The insurance 
company would be subject to the same 
rules as any other corporation in handling 
such items as tax-exempt interest, depre- 
ciation allowances, and adjustments for 
taxes paid. 

The income and the expenses outlined 
above are those required to be reported 
annually to state insurance departments 
on a form known as the “Convention 
Blank.” This is a uniform annual state- 
ment form that has been adopted in every 
state and in the District of Columbia.’* 
It is clear that the Treasury plans to lean 
heavily upon this uniform accounting sys- 
tem: 


We suggest that the starting point for 
measuring the net earnings should be the 
figure for “Net Gain From Operations 
After Dividends to Policyholders” which 
appears in each company’s annual state- 
ment to the State insurance departments 
and which summarizes the operating re- 
sults for the year.!7 


A life insurance company would be 
subject to the regular corporate tax rate 
on amounts transferred to surplus. The 


15 Gains and losses from capital transactions 
have been omitted from the tax base since 1921. 

16 Earl C. Wightman, Life Insurance State- 
ments and Accounts (New York: Life Office 
Management Association, 1952), p. 28. This is 
an excellent work in insurance accounting, com- 
prehensive and detailed, but a bit difficult to fol- 
low at times. Most general texts devote a chap- 
ter or two to financial statements and are more 
suitable for the layman. Chapter 11 and 12 in 
MacLean and Chapter 22 and 23 in Mehr and 
Osler are recommended. 

7 Secretary Anderson’s letter, p. 3. Copies of 
this letter may be obtained by writing to the 
Chief Clerk, Committee on Ways and Means, 
Subcommittee on Internal Revenue Taxation, 
1102 New House Office Building, Washington, 
D.C. 


amounts so transferred would be net 
gains from all sources: investment in- 
come in excess of the rate assumed for 
policy reserve purposes; mortality savings 
whenever actual mortality is less than as- 
sumed mortality; expense savings when- 
ever actual expenses are less than the esti- 
mated expenses; and capital gains, if any. 

A number of unique provisions are also 
suggested to counteract arguments regu- 
larly put forth whenever the total income 
theory has been considered. A long-range 
operating loss carry-over, up to ten or 
twenty years, is offered to protect com- 
panies from unusually heavy losses from 
deaths in a particular year or period of 
years. This carry-over answers the indus- 
try contention that underwriting opera- 
tions must be viewed in long-range per- 
spective, that the results of any one year 
are faulty measures of income. Moreover, 
some assistance will be provided for the 
small or new company, probably through 
the medium of totally or partially tax-free 
transfers to contingency reserves. This 
arrangement will aid the entrance of new 
companies and assist in maintaining a 
competitive environment. The Treasury 
also proposes that the shift-over from the 
present method of taxation to the pro- 
posed method be accomplished over a 
five-year period. During the change-over 
the old and new methods would be com- 
bined on a weighted basis, with the 
weight assigned to the new method being 
gradually increased. 


The final provision suggested in order 
to make the Treasury plan workable and 
equitable relates to the important area 
of policy reserves. It was pointed out 
above that companies use different tech- 
niques for measuring policy reserve lia- 
bilities. Apparently the Treasury has 
abandoned any attempt to require a 
single reserve valuation basis for all com- 
panies. Management can utilize any 
method of determining policy reserves 
which is acceptable under state law. This 
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implies that a company can control, to 
some extent, its net income in a particular 
year by controlling the reserve deduction 
within the range permitted by state law. 
A basic objection to the total income 
theory proceeds from this factor. The less 
conservative companies will be granted a 
smaller reserve deduction and hence will 
be required to pay more taxes. The Treas- 
ury proposes to leave the reserve deduc- 
tion flexible but to make some as yet 
unspecified adjustments in this area: 


We have given attention to possible adjust- 
ments in policy reserves and related items 
for tax purposes. The objectives of such 
adjustments would be to take account of, 
or in some cases to neutralize, the effect 
of different methods of reserve valuation, 
varying reserve assumption. .. . 

We believe that there is substantial merit 
in an adjustment for companies with re- 
serves based on a preliminary term method 
of valuation. Such an adjustment would 
compensate for the fact that in the case 
of a company using a preliminary term 
method of valuation, the addition to re- 
serves on new business is substantially 
smaller than for a company which used the 
net level premium valuation method. 

At this time we have no recommendations 
for or against other specific reserve adjust- 
ments. We recognize that other possible 
refinements and modifications . . . merit 
further review.18 


Although compromises appear certain in 
the reserve deduction area, the Treasury 
plans to place the burden for sustaining 
deviations upon the company: 


However, every departure from the allow- 
ance for policy reserves used in determi- 
ning the net gain from operations reported 
in the annual statement to the State in- 
surance department would represent a 
complication which could be justified only 
by persuasive equity and technical consid- 
eration.!9 


The above excerpts from Secretary 
Anderson’s letter indicate that heavy 
reliance is to be placed upon the stand- 


18 Secretary Anderson’s letter, op. cit., pp. 4-5. 
19 Tbid., p. 5. 


ardization of net income measurements 
resulting from the use of the “Convention 
Blank.” It is also clear that this standardi- 
zation is only partial since the reserve 
deduction is variable within certain 
ranges. 


Evaluation of the Total 
Income Method 


It will be recalled that the total income 
theory was abandoned in 1921 on the 
grounds that it was (1) conceptually in- 
valid and (2) administratively difficult 
to apply. The administrative argument— 
which is the less compelling of the two 
dissatisfactions—will be considered first. 

Students of life insurance taxation have 
arrived at different judgments with re- 
spect to the application of the total in- 
come concept to company operations. 
Gamble agrees with the administrative 
argument, writing that “it (the total in- 
come approach) does, however, suffer 
from the serious practical difficulty that 
it is almost impossible to determine ex- 
actly the net income of an insurance com- 
pany.” 2° Later, in his summary, he ex- 
pressed a similar belief “it is exceedingly 
difficult to compute the real income of an 
insurance company.- 

Berolzheimer, who wrote at Yale Uni- 
versity in 1944, offered no clear comment 
about the administrative aspect of the 
total income theory. The next disserta- 
tion writer, Donald R. Childress, dis- 
missed the total income theory: 


It seems unlikely that a permanent solu- 
‘ tion will be reached by applying a corpo- 
ration income tax. That the general cor- 
porate tax plan is wholly inapplicable in 
theory and entirely unfeasible in practice 
(italics mine) as a tax on life insurance 


20 Philip L. Gamble, Taxation of Insurance 
Companies, Special Report to the State Tax 
Commission, No. 12, State of New York (Al- 
bany: J. B. Lyon Company, 1937), p. 40. This 
report was a revision of a doctoral dissertation 
accepted by Cornell University in 1935. 


Ibid., p. 68. 
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operations has been demonstrated by past 

experience.?? 

The only writer who directed his study 
primarily at the administrative area was 
Robert T. Collins. He expressed the pur- 
pose of his study as follows: 

The major contribution of this dissertation 

is the exhaustive analysis of the adminis- 

trative problems involved in the taxation 

of insurance companies.?% 
After making a detailed study of the 
number of cases litigated under both the 
total income and investment income 
methods, Collins made a strong recom- 
mendation in favor of the total income 
approach on administrative grounds: 


A thorough survey of the administrative 
problems which have been encountered 
under both the total income and invest- 
ment income approaches proves that the 
investment income, not the total income 
approach has been the approach which has 
produced the most litigation and the least 
revenue. This proof eliminates one of the 
major reasons for not adopting the total 
income approach.?* 


Some objection to this conclusion can be 
taken since the measure of administra- 
tive difficulty was the number of cases 
litigated under each approach. This 
quantitative measure hardly seems com- 
pletely valid in view of the fact that the 
total income approach was in effect for 
only 8 years, whereas the investment in- 
come approach has been in effect since 
1921. 

In addition to the dissertation writers 
just mentioned, William Vickrey wrote a 
significant journal article in this tax field 
in 1943. Although he did not survey the 
1912-1921 experience as such, he did 
make some remarks suggestive of his 
#2Donald R. Childress, The Taxation of Life 
Insurance Companies, Uipublished Ph.D. disser- 
— (University of Pennsylvania, 1951), p. 

28 Robert T. Collins, The Federal Taxation of 


Insurance, Unpublished Ph.D, dissertation (The 
University of Southern California, 1954), p. 598. 


°4 Ibid., p. 601. 


evaluation of the corporate theory, e.g., 
“prior to 1921 the taxation of life insur- 
ance companies was a matter to consider- 
able confusion”; 2° and, “the logical appli- 
cation of the corporation income tax to 
insurance companies is thus an extremely 
difficult task.”2* However, these state- 
ments were nullified in respect to stock 
companies when Vickrey in a list of con- 
cluding suggestions wrote: 


If the present form of corporation income 
tax is continued, an attempt should be 
made to tax stock life insurance companies 
on their income from all sources, even 
though doing so might mean accepting a 
highly artificial valuation of their resources 
and setting up a seeming discrimination 
in favor of mutual companies. At least in 
the long run, errors in evaluating the re- 
serve liability will tend to cancel out.?7 


This review of what presumably neu- 
tral students think of the corporate ap- 
proach in its application to life insurance 
companies leads—as do most of the issues 
in this area—to no clear conclusions. A 
few elements in the situation stand out 
clearly: (1) the 1913-1921 experience was 
unsatisfactory; (2) the Treasury view- 
point that time has improved tax adminis- 
tration and standardized insurance ac- 
counting is valid; and (3) the Treasury's 
willingness to discuss sensitive areas—re- 
serve methods, reserve strengthening, 
contingency reserves, special treatment 
for parts of surplus—indicates that many 
critical issues remain unsolved. The issue 
of administrative feasibility remains. No 
more forceful indictment of the uncer- 
tainty can be found than the Treasury's 
willingness to compromise, or even aban- 
don the corporate approach: 

We do not minimize the difficulties which 

your committee may encounter in its evalu- 


ation of the plan. Accordingly, you may 

wish to consider an alternative more in line 

25 William Vickrey, “Insurance Under the Fed- 
eral Income Tax,” Yale Law Journal, LII (June, 
1943), p. 575. 

°6 Tbid., p. 583. 

Tbid., p. 585. 
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with the present method of taxation of 
life insurance companies which will never- 
theless make tangible imrpovements.?® 


When one appraises the feasibility of 
the corporate approach, it must be re- 
membered that any method will develop 
problems in application. The problem is 
one of degree. If enacted by Congress, 
the corporate approach would probably 
operate with less friction than it did from 
1913 to 1921. But there will be disagree- 
ment and possibly litigation. Part of the 
answer lies in the temper of the industry. 
If the modifications hinted at by the 
Treasury are acceptable to the industry, 
the future may be bright. However, if 
the industry throws down the gauntlet, 
extensive litigation will follow. 

The insurance industry has always 
maintained that the corporate approach 
is conceptually invalid as well as difficult 
to apply in practice. This contention must 
now be appraised. The issues are: (1) Is 
the premium a capital contribution to an 
underwriting pool? (2) Are additions to 
surplus measures of profit or necessary 
set-asides for contingencies? These theo- 
retical issues have to be analyzed only in 
relation to mutual companies. The in- 
dustry argument has always been pro- 
moted as a mutual company thesis. The 
stock companies are brought under the 
umbrella on the grounds that equal treat- 
ment is required to maintain the com- 
petitive power of stock companies and to 
keep the door open to new arrivals. 

What has been the position of the 
writers referred to above on the concep- 
tual issue? It must be indicated that 
Gamble was concerned primarily with 
taxing insurance companies for state reve- 
nue purposes and did not specifically dis- 
cuss the federal tax area. He concluded 
that the most acceptable overall approach 
was the investment income theory. How- 
ever, Gamble did analyze briefly the total 
income theory, raising the usual issues— 


*8 Secretary Anderson’s letter, op. cit., p. 5. 


long-term nature of underwriting, possi- 
bility of heavy losses in a particular year, 
required reserves, and dividends.2® He 
saw no conceptual objection to the cor- 
porate theory but considered it unwork- 
able: 


The taxation of investment income is 
strongly recommended. . . . The alternative 
to such a tax is a net income tax. This is 
probably theoretically the best of all possi- 
bilities for insurance taxation. It does, 
however, suffer from the serious practical 
difficulty that it is almost impossible to 
determine exactly the net income of an in- 
surance company.%? 

It is difficult to determine precisely 
what opinion Berolzheimer held in re- 
lation to the corporate approach. How- 
ever, he did state that the net premium 
was the capital of the insured and com- 
pared an insurance company to a savings 
bank in respect to the net premium de- 
posit.*4 At another point, he listed the 
“loading” portion of the premium as part 
of gross income, but observed that “theo- 
retically, the net or tabular premium does 
not constitute income to the company.” *? 

Childress rejected the corporate theory 
completely, as indicated earlier, on both 
theoretical and practical grounds; the 
theoretical arguments being basically 
those of the industry. 

Collins took a strong stand in favor of 
the corporate approach on both the theo- 
retical and administrative issues, although 
his study was almost wholly an adminis- 
trative one. He rejected the capital de- 
posit contention: 


. . . it is difficult to rationalize premium 
income as a capital contribution. Premium 
income purchases protection. This is a sale, 
the same as the sale of a machine to a 
factory. The purchaser may conceive of 


2° Gamble, op. cit., pp. 37-38. 

3° Tbid., p. 40. 

81 Harold Berolzheimer, The Development of 
Principles in Insurance Company Taxation, Un- 
published Ph.D. dissertation (Yale University, 
1944), p. 184. 

82 Ibid., p. 180. 
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the purchase as an investment, but it is a 
sale to the seller and income is realized.3% 


There is, of course, some validity in this 
statement; but there is also some validity 
in the capital-deposit argument. Un- 
qualified statements of either type are 
unacceptable because the insurance com- 
pany is operating in a dual capacity—as 
both a protection-selling business and an 
institution of deposit. Collins also denied 
the position that there is no such thing 
as an underwriting profit in a mutual 
company, that underwriting gains are re- 
funded via the dividend. 

The underwriting issue led Collins logi- 
cally to the delicate question of who owns 
a mutual company. His was a categorical 
answer — “the policyholder is also the 
owner.” 8 This appears to be an over- 
simplified and somewhat unsophisticated 
view of a rather complex matter. Actu- 
ally, the ownership element in a mutual 
company—the surplus—is institutional in 
nature. In theory it is protective in pur- 
pose; in practice it provides a revolving 
fund from which expansion is financed. 
But from whatever angle surplus is ana- 
lyzed, the surplus of a mutual company 
is beyond the reach of any individual 
policyowner or group of policyowners, 
except as it may be needed to enable the 
institution to meet its contractual obliga- 
tions to policyholders. The nature of sur- 
plus in a mutual company offers a stimu- 
lating and provocative subject for 
discussion and speculation. 

One additional study must be men- 
tioned in relation to the conceptual aspect 
of the total income concept. In 1929 
L. H. Parker completed a report while 
serving as chief investigator for a Joiut 
Committee on Internal Revenue Taxa- 
tion. Parker made these observations per- 
tinent to the corporate method: 


Taking the income-tax viewpoint for the 
moment, it is seen, therefore, that the net 
83 Collins, op. cit., p. 581. 

%4 Tbid., p. 582. 


premiums constitute capital invested by 
the insured with an insurer and cannot be 
properly considered as income to the com- 
pany. .. . It might be noted, still on the 
same point, that the net premium is some- 
what similar to the sum deposited with a 
savings bank, and, in our opinion, even 
more analagous to the investment by an 
individual in a corporation.*® 
It is evident that the capital-deposit 
argument has had strong support through- 
out the years and has been a stubborn 
one for the proponents of the total in- 
come theory to demolish. Note, however, 
that Parker and Berolzheimer make a 
useful distinction. They held that only 
the net premium—gross premium minus 
the expense loading factor—can be con- 
sidered a contribution to a mutual under- 
writing pool. 
Viewpoints and a Suggestion 
When one appraises the theoretical as- 
pects of the corporate method of life in- 
surance company taxation, the initial ob- 
servation must be the same as that made 
in appraising the administrative aspect. 
The issue is one of degree. The taxation 
of life insurance companies does not fit 
any theoretical concept perfectly. If this 
statement were not true, why has there 
been a 45 year history of legislative in- 
decision? The industry contention that 
the insured makes a contribution to a 
mutual underwriting pool is entitled to 
some measure of acceptance. Most so- 
called profits are returned via dividends. 
However, underwriting and investment 
operations taken together do produce a 
profit which flows into surplus. The cor- 
porate method would tax these surplus 
accumulations, holding that they repre- 
sent true taxable income. The industry 
view is that these amounts are protective 
set-asides, essential to guard against un- 
favorable contingencies which might ren- 


35 U.S. Congress, Joint Committee on Internal 


Revenue Taxation, Preliminary Report on Fed- 
eral Taxation of Life Insurance Companies 
(1929), p. 5. 


4 
3 
a 
Pee 
Lae 


38 The Journal of Insurance 


der the regular policy reserves inade- 
quate. 

The issue at its core is not the right to 
a tax-free protective surplus but how 
large this surplus should be. The 10 per 
cent permissive surplus in the law of 
most states is overly generous, particu- 
larly in view of the conservative mortality 
and interest assumptions on which policy 
reserves are based.** On the other hand, 
taxing all transfers to surplus seems 
overly restrictive. The catastrophes feared 
by the companies may, conceivably, ma- 
terialize. Perhaps, the solution rests in a 
tax-free contingency reserve of possibly 
two to four per cent of policy reserves. 
All other retentions would then be taxed 
at regular corporate rates. 

A repeated complaint about the exist- 
ing methods of taxation is that the amount 
of revenue produced is inadequate. The 
Treasury undoubtedly expects that the 
corporate method will produce additional 
revenue. However, there seems to be 

36 Most companies since the 1940’s assume a 
2% per cent interest rate for reserve purposes; 
the actual rate earned has ranged from 2.88 per 
cent in 1947 to 3.44 per cent in 1957. A com- 


parison of assumed mortality and actual mor- 
tality for selected ages is indicated below: 


U. S. Population 
Age C.8S.0O. (Assumed) (Actual) 
(Deaths per (Deaths per 
Thousand) Thousand, 1949-51) 
10 1.97 .53 
20 2.43 1.35 
30 3.56 1.79 
40 6.18 3.68 
50 12.32 8.76 
Source: Life Insurance Fact Book, 1958 ed., (New York: 


"Institute of Life Insurance, 1958), p. 110-111. 

The overstatement of mortality in favor of the 
company is even greater than appears because 
the C.S.O. table (1) includes a built-in safety 
factor and (2) is a select table (based upon 
medical selection). As a partial offset it must be 
remembered that expenses of operating have 
been increasing, but no premium increase is pos- 
sible on issued policies. 


nothing to prevent a company from using 
a conservative basis for estimating re- 
serves, thus assuring itself a large deduc- 
tion against income. Any net income from 
operations could be disbursed in divi- 
dends, thus reducing taxable income to 
zero. This conclusion assumes that a com- 
pany would be satisfied with the safety 
inherent in its policy reserves. In any 
case, taxable income would be low in the 
years in which sales of new business are 
high since first-year acquisition costs al- 
ways consume a substantial portion of 
first-year premiums. Most of these com- 
ments refer to the application of the total 
income approach to the mutual segment 
of the industry. 


In theory, the total income approach 
presents a valid approach to taxing stock 
companies, even without a tax-free con- 
tingency reserve. The presumption is that 
the capital contributions of stockholders 
provide a safety fund. Taxable income 
would normally develop since gains 
would not be disbursed in policyholder 
dividends (except for participating pol- 
icies) but would flow into surplus to be 
retained or disbursed as stockholder divi- 
dends. However, if the corporate method 
bears more heavily upon stock companies 
than mutual companies—and this appears 
likely—this differential impact would be 
undesirable on competitive grounds. 
Clearly, there are many areas of uncer- 
tainty in the Treasury proposal; the out- 
line in Secretary Anderson’s letter is 
sketchy and incomplete. More precise in- 
formation will undoubtedly be available, 
either before or during the Congressional 
hearings. It may then be possible to write 
a more positive evaluation of the total 
income method of life insurance company 
taxation. 
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THE IMPACT OF SELECTED SOCIO-ECONOMIC 
FACTORS ON LIFE INSURANCE: A CASE 
STUDY OF ARKANSAS 


Josern L. McAvuLirr 


Tennessee Valley Authority 


An important area in the socio-eco- 
nomic sciences in which exploration 
should produce meaningful results is the 
study of the relationship between life in- 
surance sales and basic indicators of eco- 
nomic activity. As a start in the direction, 
this study of recent conditions in Arkansas 
has been undertaken. It is the purpose 
of this paper to show a type of analysis 
which might explain why certain move- 
ments have occurred in this State in life 
insurance sales, life insurance in force, 
average size policies, and the number of 
policies in force. 


Life Insurance Sold and in Force 


Sales of ordinary life insurance in 
Arkansas for the years 1951 through 1956 
have far exceeded the amount of business 
remaining in force. Over $760 million of 
such insurance was sold, while the 
amount remaining in force increased less 


than $400 million. Although the amount 
in force increased, the number of policies 
in force declined 3 per cent. This latter 
figure compares with a 19 per cent in- 
crease in the number of policies in force 
in the United States. Table 1 shows the 
year-to-year percentage changes in sales 
and the number and amount of ordinary 
life insurance policies outstanding in 
Arkansas for the period under consider- 
ation. 

The most common reason given for a 
limited increase in insurance in force in 
comparison with national figures is sug- 
gested by unofficial reports which indi- 
cate a high lapse ratio in the State, es- 
pecially for the domestic companies 
which account for approximately 30 per 
cent of the volume in sales in the State. 
Another explanation might be derived 
from a review of population figures for 
the State, which indicate that many of 
the people to whom life insurance was 


TABLE 1 


Sates or Orprinary Lire INSURANCE AND AMOUNT AND NuMBER OF PoLicres 
IN Force mn ARKANSAS, 1951-1958, WitH PercentaGE CHANGES 


Sales In Force 
Per Cent 
mount Per Cent Policies Per Cent Amount C. 

Year (In Millions) Change (In Thousands) Change (In Millions) 

1951 $101.5 397 $ 819 
1952 115.2 13.6 391 —1.5 882 7.8 
1953 132.2 14.8 390 —0.3 967 9.6 
1954 139.9 5.8 406 0.4 1049 8.5 
1955 179.2 28.1 370 —8.9 1097 4.6 
1956 197.9 10.4 385 4.1 1205 9.8 


Sources: Life Insurance Agency Management Association and the Institute of Life Insurance. 
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sold during the period under consider- 
ation departed from the area before the 
end of 1956. This might offer a reason 
for the substantial amount of attrition, 
especially if the emigrees were largely in 
the age groups constituting the major 
purchasers of insurance. 

As is indicated in Table 2, the popula- 
tion of Arkansas has declined 7.1 per cent 
since 1950. Particularly important from 
the standpoint of the reduction of insur- 
ance in force in the State is the large 
number of people emigrating from 
Arkansas. 


TABLE 2 


PoputaTion Estimates FoR ARKANSAS, NET 
IncrEAsE BY BrirtHs Over DEATHS AND 
EstimaTED EMIGRATION, 1950-1957 


Population| Increase 
Estimate by Emigration Estimates 

Year | (Thou- | Births- 
sands) Number | Per Cent 
1950 | 1,909.5 | 39,369 37,880; -— 1.9 
1951 | 1,911.0 | 34,195 | 99,195} — 5.1 
1952 | 1,846.0 ,660 | 75,660 | — 4.0 
1953 | 1,803.0 | 32,552 | 64,552) 3.5 
1954 | 1,771.0 | 31,778 | 31,778; — 1.8 
1955 | 1,771.0 | 28,762 | 38,762 | — 2.2 
1956 | 1,761.0 | 26,311 | 13,311 0.7 
1957 | 1,774.0 . 15,259 | — 0.8 
Sources: Bureau Census Estimates, 1950-1956, 


of the 
estimate for 1957. 


The loss of population due to emigra- 
tion was particularly heavy from 1951 
through 1955. During those years the 
number of people migrating from the 
State exceeded the gain in population 
due to the excess of births over deaths. 

Changes in the age structure of the 
population seem to support the asump- 
tion that emigration has been instrumen- 
tal in reducing the “in force” figures, both 
in terms of the number of policies and 
the amount of insurance. A large portion 
of the population loss is among age 
groups which account for most insurance 
purchases. It may be noted from Table 
3, which compares the age structure of 
the population of Arkansas from the Cen- 
sus of 1950 with the writer’s estimates for 
1957, that there has been a substantial 


reduction in the percentage of people in 
the age groups from 25 to 59. It is within 
these age groups that the majority of life 
insurance is purchased. Since all age 
groups within this range, except the 35 
to 39 group, declined, its seems likely that 
many who purchased life insurance while 
in these age groups have migrated from 
the State. While it is true that the figures 
available do not tell the story in sufficient 
detail for a firm conclusion, the evidence 
supports the view that emigration is an 
important reason for a decline in the “in 
force” figures. A more intricate investiga- 
tion and analysis of lapses, sales, policies 
in force by age groups, and other demo- 
graphic statistics might explain more 
completely this relationship between in- 
surance sales and policies in force. 


TABLE 3 


Ace Groups IN THE ARKANSAS PoPULATION, 
1950 anp 1957, THE Per or Tora. 
POPULATION AND Per Cent CHANGE Since 1950 


Per Per 
Cent Cent 
Age 1950 of 0} 
Group | Census | Total Total 
0-1 45,825) 2.40 
1-4 184,455) 9.68 ll. 
5-9 203,780) 10.69 11. 
10-14 181,120} 9.50 
15-19 | 159,570] 8.37 
20-24 132,920} 6.97 
25-29 130,895} 6.87 
30-34 124,170} 6.52 
35-39 126,635) 6.65 
40-44 120,255) 6.31 
45-49 108,075} 5.67 
50-54 ,965| 4.77 
55-59 83,100) 4.36 
60-64 67,165} 3.52 
65-69 62,265) 3.27 
70-Over | 86,510) 4.54 


Average Size Policy in Force 

The average ordinary life insurance 
policy in Arkansas has increased from 
$2,063 in 1951 to $3,130 in 1956. At the 
same time, this figure for all ordinary life 
insurance in the United States increased 
from $2,287 to $2,853. The absolute in- 
crease in Arkansas thus amounted to 1.89 
times the absolute increase in the nation. 
Thus, while the number of policies and 


4 

Per 

Change 

16.26 

14.09 

— 3.97 

—22.37 

— 0.67 
—58.40 

3.88 

—14.55 

—19.59 

 —21.29 

0.70 

17.38 


amount of insurance in force in Arkansas 
failed to keep pace with national figures 
(the increase in ordinary life insurance 
in force in Arkansas was about 2 per cent 
less than for the United States), the av- 
erage size policy grew at a much more 
rapid pace than the national average. The 
reasons for this phenomenon seems to lie 
in certain aspects of the economy of 
Arkansas. 

Per capita income in Arkansas in- 
creased 43 per cent during the period 
from 1950 to 1957. This figure alone can- 
not explain why the average size of life 
insurance policies has grown so markedly, 
as the equivalent figure for the country 
was 36 per cent. The answer seems to lie 
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in a study of the sources of this income. 
Most of the increase in the total personal 
income in Arkansas has been the result 
of increased non-agricultural employ- 
ment. The percentage of total personal 
income arising from wages and salaries 
increased from 44.9 per cent in 1950 to 
55.1 per cent in 1957. Persons receiving 
wages and salaries have relatively steady 
sources of income and probably buy and 
retain larger amounts of ordinary life in- 
surance than do those whose livings are 
derived from farms. Table 4 indicates the 
relative positions of the major sources of 
income for the years under consideration. 
It shows clearly the declining importance 
of farm income in the State. 


TaBLe 4 
Sources or Income IN ARKANSAS, 1950-1957, WirH Per Cent or Tota INcomME 
Total Income by Source (In Millions) 
Source of Income 
1950 1951 1952 1953 1954 1955 1956 1957 
Total Personal Income* | $1,556 | $1,756 | $1,820 | $1,833 | $1,809 | $1,960 | $2,011 | $2,071 
Wages and i 698 84 915 948 936 990 | 1,079] 1,142 
Farm Income® 364 418 393 365 327 410 346 290 
Proprietors’ Income 172 192 199 189 182 182 185 193 
Property Income 136 145 153 163 182 183 193 207 
Transfer Payments 167 137 134 141 151 162 168 194 
Other Sources 19 23 25 28 31 36 40 45 
Percentage Income by Source 
Total Personal Income 100.0 | 100.0| 100.0| 100.0| 100.0| 100.0; 100.0| 100.0 
Wages and Salaries 44.9 47.9 50.3 51.7 51.7 50.5 53.7 55.1 
Farm Income 23.4 23.8 21.6 19.9 18.1 20.8 17.2 14.0 
Proprietors’ Income 11.1 10.9 10.9 10.3 10.1 9.3 9.2 9.3 
Property Income 8.7 8.3 8.4 8.9 10.1 9.3 9.6 10.0 
Transfer Payments 10.7 7.8 7.4 Ps 8.3 8.3 8.4 9.4 
Other Sources 1.2 1.3 1.4 1.5 Os 1.8 1.9 2.2 
Notes: (a) Includes Contributions to Social Insurance. 


) Excludes Farm Wages and Salaries. 


c) Includes Farm Proprietors and Farm Wage and Salary Income 
Sources: Personal Income By States Since 1929, and Survey of Current Business, August 1958, U. 8. Department of 
Commerce, Economics. 


, Office of Business 


As industries have moved into Arkan- 
sas, manufacturing employment and op- 
portunities have increased. The signifi- 
cance of this growth is shown in Table 5. 
The increasing percentage of income 
within the State which comes from non- 
agricultural sources has meant a reduced 
month-to-month variation in incomes re- 
ceived by many individuals in the State. 
Wages and salaries paid by manufactur- 


ing and non-manufacturing firms show 
greater stability than is found in an agri- 
cultural economy. 

A further support to stability of income 
for the population of Arkansas lies in 
the fact that many of the industries de- 
veloping in the State depend upon agri- 
culture for the products used in manu- 
facturing and processing. The developing 
structure of the economic whole has 
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TABLE 5 


NONAGRICULTURAL EMPLOYMENT IN ARKANSAS 

1950-1957, tHE NuMBER AND Per CENT 
FOR MANUFACTURING AND NONMANUFACTURING 


Non- 
Nonagri- | Manufacturing | manufacturing 
cultural 
Year| Number | Number Number 
(Thou- | (Thou- | Per | (Thou- | Per 
sand) sand) | Cent | sand) | Cent 
1950; 310.8 79.2 | 25.5 | 2381.6 | 74.5 
1951} 322.9 81.2 | 25.1 | 241.7 | 74.9 
1952] 319.7 82.2 | 25.7 | 237.5 | 74.3 
1953| 316.1 83.3 | 26.4 | 232.8 | 73.6 
1954| 307.9 80.8 | 26.2 | 227.1 | 73.8 
1955} 317.5 85.7 | 27.0} 231.7 | 73.0 
1956} 328.8 90.3 | 27.5 | 238.5 | 72.5 
1957| 330.2 86.5 | 26.2 | 243.7 | 73.8 


Source: Arkansas Employment Security Division. 


resulted in an increased per capita farm 
income. This also suggests an increased 
ability on the part of workers to purchase 
and hold larger amounts of life insur- 
ance. 

The rapid increase in the size of the 
average life insurance policy in the State 
can also be explained in part by the 
population figures discussed earlier. 
There has been a net loss in farm popula- 
tion and a reduction in the Negro popu- 
lation of Arkansas. Both of these groups 
are normally the low income segments of 
a given population. Since 1950 Arkansas 
farm population has declined about 20 
per cent, while it is estimated that ap- 
proximately 40 per cent of those leaving 
the State are Negroes. 
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Summary and Conclusion 


A short-run analysis shows that sales of 
ordinary life insurance in Arkansas have 
increased at a rapid rate. First indica- 
tions are that a high rate of lapsation has 
accompanied the increase in sales. As 
evidenced by unofficial reports and the 
relationship between sales and policies in 
force, a high lapse rate has occurred; but 
much of the difference might be ex- 
plained by population movements to 
other states, especially among those 
groups which are the most important pur- 
chasers of insurance, and the subsequent 
accounting of policies sold in Arkansas as 
now being in force in other states. 

Although the amount of insurance sold 
has been much higher than the amount 
remaining in force in Arkansas, the av- 
erage size policy has increased markedly. 
The evidence presented suggests that this 
may be due to a higher per capita in- 
come, arising out of the increasing impor- 
tance of nonagricultural employment in 
the State, higher farm earnings, and emi- 
gration from the State of substantial num- 
bers from the low income groups. Though 
life insurance sold exceeds the amount 
remaining in force, the conditions for 
stability are gaining ground in terms of 
a declining population with higher per 
capita income and increased ability to 
buy life insurance. 
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Latin America is an exciting and often 
disturbing region whose importance to 
the United States is difficult to over- 
estimate. Whether Americans realize it 
or not, both our concept of political de- 
mocracy and our system of free-enterprise 
capitalism are on trial in the nations south 
of the Rio Grande; and the outcome of 
this test may well be decisive in the 
world-wide contest between our ideas and 
those pressed with such vigor by the 
Soviet bloc. 

Latin America is an underdeveloped 
area, rich in resources but currently un- 
able to provide an acceptable standard of 
living for its rapidly growing population. 
Economic development is a pre-eminent 
goal in the region, but the form which 
this development will take and the kind 
of economic system within which it will 
occur are not yet finally decided. As 
Latin America struggles up the economic 
ladder and as she casts about for the best 
road to rapid increases in material well- 
being, private insurance institutions will 
be in the thick of the fray. There are good 
prospects for growth and improvement 
but also many difficulties which the in- 
surance industries of the various Latin 
nations may expect to face as develop- 
ment proceeds. 

This paper deals briefly with the role 

*The author wishes to thank the Office of 
Sales of the Nationwide Insurance Companies 
for permission to use material from Insurance 
Institutions and Economic Development in Latin 


America, a study which he completed for these 
companies in mid-1958. 


PRIVATE INSURANCE IN LATIN AMERICA: 
PROSPECTS AND PROBLEMS* 
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which private insurance institutions are 
likely to play in the economic develop- 
ment of Latin America, with their pros- 
pects for future growth, and with the 
chief problems which they now face and 
are likely to encounter in the course of 
development. It is assumed throughout 
that the region will, in fact, continue its 
present trend toward political democracy 
and a modified free-enterprise capital- 
ism. 


Insurance and Latin Economic 
Development 

The stimuli to general economic growth 
which can come from a prosperous and 
progressive insurance industry fall into 
two rough categories. First, there are 
the services provided by insurance com- 
panies as risk-bearing institutions, which 
both aid business in its operations and 
provide to the consuming public a serv- 
ice which it is unable to produce for itself 
and which is ordinarily unavailable from 
any other source. The reductions in the 
risk of business or personal financial dis- 
aster which insurance can afford offer an 
important impetus to economic advance 
as well as an addition to the general 
standard of living. Second, insurance 
firms ordinarily become major financial 
institutions; and this phenomenon is of 
special importance to economic develop- 
ment. 

While recognizing the importance of 
insurance as insurance in a developing 
economic system, the economist is most 
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interested in the role of insurance insti- 
tutions as accumulators and investors of 
loanable funds. In the United States and 
other “advanced” nations, insurance com- 
panies’ resources have grown to enormous 
proprotions and, more importantly, have 
tended to grow more rapidly than the 
assets of all financial institutions taken to- 
gether. As a nation develops econom- 
ically, it is reasonable to expect insurance 
institutions to become increasingly impor- 
tant as suppliers of loan funds and equity 
capital (where this is permitted) for 
business and government investment. 

The nations of Latin America tend to 
be continually short of “real” capital— 
capital in the form of machines, build- 
ings, roads, schools, and similar aids to 
productivity. A good part of the reason 
why any area is “underdeveloped” and 
another is “developed” lies in the fact that 
one possesses a much less favorable ratio 
of such real capital to human labor than 
does the other. Labor is less well-pre- 
pared to produce efficiently, and it has 
fewer tools and facilities with which to 
work. Capital goods and services are the 
physical or intellectual embodiment of 
financial savings and financial invest- 
ments made in the past; and a higher rate 
of saving, if accompanied by real invest- 
ment, is likely to encourage a more rapid 
rate of increase in output. Insurance in- 
stitutions, together with other kinds of 
financial entities, can play a significant 
part both in encouraging voluntary finan- 
cial saving and in channeling that saving 
into productive investment outlets. 


1In the United States, assets of private life 
insurance companies increased from 9.2 per cent 
of total assets of all major financial intermedi- 
aries in 1900 to 13.2 per cent of the total in 
1952. The share of all insurance institutions and 
retirement funds (including government pro- 
grams) grew even more strikingly, from 11.9 
per cent in 1900 to 26.8 per cent in 1952. See: 
Raymond W. Goldsmith, Financial Intermedi- 
aries in the American Economy Since 1900 
(Princeton: Princeton University Press, 1958), 
p. 75. Something of the same trend probably 
characterized other “developed” nations. 


Few students of development would 
attempt to argue that capital is the only 
requirement for economic development 
or that capital accumulation could not 
occur on a large scale even in the com- 
plete absence of private financial institu- 
tions. Other factors such as population, 
natural resources, technology, cultural 
orientation, and the will to innovate af- 
fect the rate of development; and there 
are other ways to accumulate funds be- 
sides the flow of voluntary savings 
through financial intermediaries. But it 
is undeniably true that a high rate of vol- 
untary saving makes the financing of eco- 
nomic development easier, and that an 
efficient and smoothly-functioning system 
of financial institutions for accumulating 
savings and channeling these into the 
hands of business firms or government 
agencies who -vill use them for produc- 
tive investment is likewise favorable to 
growth. The more extensive and efficient 
this network of financial institutions is, 
the more effective is likely to be the sav- 
ings and investment process and, prob- 
ably, the more rapid the rate of economic 
development. In the kind of financial sys- 
tems which characterize the developed 
nations of Western Europe and North 
America, insurance firms have been 
highly important as financial intermedi- 
aries, and there is little reason to expect 
them to function differently in Latin 
America. 


The Status of Insurance Today 


All of the larger and more advanced 
Latin nations have long maintained close 


‘commercial ties with Europe and the 


United States. While these relations have 
been confined largely to the sectors of ex- 
porting, importing, and the extractive 
industries, the association has also influ- 
enced other lines of activity, among them 
public utilities, banking, and insurance. 
This is most clearly the case in the cities, 
and it is often true that the relative sophi- 
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tication of the urban centers is not shared 
by rural areas where business activity is 
characteristically confined to a rather sim- 
ple level. The bulk of commercial and in- 
dustrial activity is still performed in or 
near a comparatively small number of 
metropolitan areas, but the urban mores 
are gradually spreading to the country- 
side. 

The commercial development of the 
urban centers and the close association 
with more advanced nations has meant 
that modern business practices and at 
least the forms of modern commercial, 
financial, and industrial organizations 
have tended to spread in Latin America. 
Along with the development of other 
kinds of activity has come the growth of 
the various lines of business insurance 
commonly found in Europe and North 
America. These are supplied, depending 
on the particular nation involved, by 
some combination of agencies or sub- 
sidiaries of foreign companies, domestic 
insurance companies, and government in- 
surance entities. Such lines as fire, marine, 
burglary and robbery, fidelity and surety, 
liability, and workmen’s compensation are 
usually available at least in the cities, 
though the cost of coverage and some- 
times the extent of protection provided 
are not generally as favorable as in the 
United States or Europe. 


Latin businessmen are aware of the ad- 
vantages of insurance, and those busi- 
nesses which are of any size ordinarily 
purchase the coverage appropriate to 
their operations. This does not mean, 
however, that most businesses are ade- 
quately covered by insurance. In the first 
place, most business firms are small and 
are operated on a rather haphazard basis. 
They are often either unable or unwilling 
to pay for the sort of insurance protec- 
tion they need. Existing insurance insti- 
tutions are not as vigorous as they might 
be in pressing the advantages of insur- 
ance on these small businessmen (who 


would often be completely ruined by a 
loss of any size) or in the development 
of contracts and rates which would be 
appropriate to their needs. In the second 
place, as is discussed in more detail be- 
low, the cost of insurance to all business, 
large and small, tends to be high. 

Development of the market for indi- 
vidual and family types of insurance 
coverage has been less extensive in Latin 
America than the growth of business in- 
surance, at least insofar as private insur- 
ers are concerned. Most of the familiar 
lines such as life, fire, health, and auto- 
mobile are available; but the total volume 
in force is small and only a slight fraction 
of the population voluntarily purchases 
any insurance at all.? The reasons for this 
situation are varied and include the his- 
torical connections between insurance 
firms and commercial and industrial en- 
terprises, the general smallness of the 
total market for consumers’ insurance, 
low levels of income, and poor education 
and lack of familiarity with insurance. 
Most of these are discussed below as cur- 
rent problems of the Latin insurance in- 
dustry. Future growth of individual and 
family lines is potentially large and 
should proceed more rapidly than the 
general growth of income and output of 
goods and services. 

Differences between the conduct of in- 
surance operations in the United States 
or other developed nations and in the 
relatively underdeveloped economies of 
Latin America go beyond the mere scale 
of operation or the kinds of insurance 
sold. One of the most knowledgeable of 
Latin American insurance men, Dr. Jorge 
Bande, of the Chilean company La Chil- 


2In Mexico, for example, there were only 


about 197,000 individual and 323 group life in- 
surance policies in force at the end of 1957. 
Under the group policies, there were about 
171,000 certificates of insurance. This is for a 
nation whose population in 1957 exceeded 30 
million people. See: Seguros, Anuario Estadis- 
tico, 1957 (Mexico City: Comision Nacional de 


Seguros, 1958), p. 165. 


<2 

> 

3 


46 The Journal of Insurance 


ena Consolidada, has commented on these 
differences as follows: 


In the United States, for example, insur- 
ance is exclusively a matter of the effort 
of the individual. Except for certain very 
scanty attempts to develop a social insur- 
ance system, each individual must buy his 
own insurance. This system of individual 
insurance is one of the causes of the enor- 
mous development of life insurance. . . . 
In Latin America, on the contrary, every- 
thing is expected of the State. The indi- 
vidual believes that insurance should be a 
service which follows him like a shadow 
during all his life. Thus, in recent decades, 
has been born . . . a social insurance of 
exaggerated dimensions which is a strong 
competitor of private insurance activities. 
In the United States, there are a dense 
population and many material goods. In 
Latin America, there are immense terri- 
tories, few inhabitants, and material goods 
concentrated in only a few points. 

This circumstance, from the point of view 
of insurance, is enormously influential. The 
market of the United States is self-suffi- 
cient. Because of the enormous premium 
income which the North American insur- 
ance companies obtain, they are not obli- 
gated or advised to work in foreign mar- 
kets on a large scale, or to seek protection 
in the negotiation of reinsurance. The 
North American insurer, with very few ex- 
ceptions, does not have either the ‘re- 
insurance mentality’ or the spirit of inter- 
national expansion. 

In Latin America, for the reasons indicated, 
there is not sufficient balance [of risks] in 
the individual nations; there are great 
agglomerations of risks in the inhabited 
centers, and for this reason, imbalance is 
produced within the portfolio. This leads 
the Latin American insurer to be depend- 
ent, in large part, on the success of his 
reinsurance policy. He is desirous of seek- 
ing balance [of risks] in reinsurance con- 
tracts and has a pronounced international 
mentality. 

In the United States, insurance is a pro- 
fession, it is a career. The North American 
insurer, except for very limited exceptions, 
does not have ‘universal’ knowledge; he is 
a specialist in a determinate field of insur- 
ance, sometimes a very limited one. 
The Latin American insurer, in his turn, 
of necessity tends to acquire ‘universal’ 


knowledge since men with specialized 
knowledge are lacking. Frequently he errs 
in details because his view is fixed on the 
whole picture. This difference of men has 
its effect, as is natural, in different tech- 
niques. The technique of North American 
insurance is that of precision, of very care- 
ful weighting, which because of the many 
cases which it includes permits the appli- 
cation of standard norms. Latin American 
technique is that of approximation exclu- 
sively; it is dominated by the intuition of 
its executors, and is very elastic.® 
To the external observer, it would ap- 
pear that most of the above differences 
are closely interwoven with the economic 
environment within which the Latin in- 
surance industry operates. Growth in na- 
tional incomes, improvement of levels of 
education, and wider dissemination of 
technical and scientific information 
should produce an insurance industry 
which is relatively similar in form and 
concept to those in the presently-devel- 
oped nations, though differences which 
are related to local needs and legal con- 
ditions will doubtless persist. The basic 
pattern is now in existence; and it seems 
probable that future development will be 
in the direction of improvement of exist- 
ing coverages, strengthening of existing 
types of institutions, and lowering of costs, 
rather than the introduction of new and 
strange insurance concepts (though there 
will certainly be extensive experimenta- 
tion ). 
Problems of Private Insurance in 
Latin America 
Among the most outstanding road- 
blocks in the way of rapid development 


.of the private insurance institution in 


Latin America, quite apart from matters 
of internal organization and operating 
efficiency, are five difficulties which are 
worth individual consideration. These 
five are: (1) the high cost of supplying 
insurance, due primarily to high losses 

% Jorge Bande, La Politica de Seguro Privado 


(Santiago de Chile: Editorial Universitaria, 
1933), pp. 20-22. 
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and an uneconomic scale of operation; 
(2) the poverty of the Latin American 
consumer and the smallness of the aver- 
age business firm, which produce slim na- 
tional markets for insurance; (3) the lack 
of awareness of and desire to purchase 
insurance on the part of most of the 
population; (4) the tendency to rely 
heavily on government to meet the needs 
of the masses for insurance protection; 
and (5) the effect of the severe Latin 
American inflations on insurance. 


High Cost of Supplying Insurance 

In part, the high cost of supplying in- 
surance in Latin America is the result of 
high losses, and reduction of these losses 
will not be easy. Fires, for example, are 
frequent and are often brought under 
control only after considerable unneces- 
sary damage has been done. But improve- 
ment of this situation would require ex- 
tensive governmental action to better the 
quantity and availability of fire-fighting 
equipment, to improve the flow of urban 
traffic and thus the speed with which 
equipment could reach the scene of the 
fire, and to tighten building codes and en- 
force them adequately. Such matters are 
beyond the direct control of the insurance 
companies but have a vital effect on the 
cost of their operations. Losses from theft, 
mishandling or loss of merchandise, spoil- 
age, industrial accidents, automobile acci- 
dents, and other causes are likewise dif_i- 
cult to control directly and quickly. 


Some loss ratios will doubtless improve 
as the level of education of the working 
classes and their employers rises and as 
an awareness of the necessity for care and 
control of operating procedures increases. 
Some losses, on the other hand, may grow 
worse as development proceeds. Auto- 
mobile accidents, for example, may be 
cut by rising levels of education and 
greater skill in operating complex machin- 
ery; but, on the other hand, they may rise 
still higher under the pressure of growing 


numbers of cars and the consequent fur- 
ther congestion of highways and urban 
thoroughfares. 

Not all of the high cost of supplying 
insurance is the result of high losses. The 
simple growth of average company size 
should provide opportunities for a mater- 
ial reduction in the cost of providing most 
types of coverage. Today’s typical com- 
pany is extremely small by any standard, 
and costs of operation tend to be high.* 
Branches of large foreign insurance com- 
panies, where they are legal, have some 
advantage in the technical services which 
they can get from their home offices; but 
since such branches are often required to 
operate almost as if they were separate 
companies, and since the problems they 
face are quite different from those faced 
abroad, this advantage would be easy to 
over-estimate. In some cases the extrem- 
ely small size of single companies has 
been offset to a degree through manage- 
ment of a group of companies by one set 
of officials. Without exception, however, 
if all the business done by all insurance 
companies in any given Latin American 
nation were united into one, it would 
still be a firm comparable in size to a 
single medium-sized multiple line com- 
pany in the United States. 

There is considerable reason to be- 
lieve that excessively large size may not 
be necessary to efficient insurance opera- 
tions, as witness the success of many 
smaller companies in this country. Never- 
theless, a much larger insurance market 


*The author attended in 1957 the annual 


meeting of what was said to be one of the two 
cooperative automobile insurance companies in 
Chile. Its policyholders numbered about 450, 
and a rise to even a few thousand was consid- 
ered unlikely. This is certainly an extreme case, 
but it is indicative of the problem of smallness. 
It is also interesting to note that in 1956 the 
entire retained premium income of all life and 
casualty insurance companies in Mexico, a na- 
tion which has been enjoying extremely rapid 
economic growth, was the equivalent of only 
about $53 million. Since 69 companies were in 
business during that year, their meager average 
size is readily apparent. 
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in most Latin nations would probably 
produce lower costs for most companies, 
thus making possible (though not inevi- 
table) lower rates for insurance. This 
larger market awaits both the general 
economic development of the southern na- 
tions and more vigorous efforts by the in- 
surance companies themselves to further 
penetrate the potential already in exist- 
ence. Lower cost would, if passed on to 
users of insurance services, represent in 
part a result of development and in 
part a contribution of insurance to that 
development. The benefits to be derived 
from the introduction of new and more 
attractive coverages, more efficient distri- 
bution systems, more effective competi- 
tion among insurers, and similar improve- 
ments would also be beneficial. 

In contrast to what has been said about 
high costs for insurance in general, it is 
sometimes true that life insurance may be 
supplied more cheaply in Latin America 
than in the United States because of the 
high rates of return which insurance com- 
panies earn on their investments. But in- 
flation cuts so heavily into the purchasing 
power of life insurance in most countries 
that its low net cost in monetary terms is 
scant consolation to the policyholder. 


Low Purchasing Power 

In the Ibero-Amercian states the aver- 
age consumer is poor, and the average 
businessman is the proprietor of a small 
shop or perhaps a_ pushcart. While 
wealthy people and large businesses exist, 
they account for only a small share of the 
total population and the total number of 
enterprises. The growth of a mass market 
is not likely in the near future, either for 
insurance or for other goods and services 
whose purchase may be classed as “dis- 
cretionary” rather than “essential.” 

The poverty of most of Latin America 
does not offer an appealing prospect to 
an industry supplying a service which 
does not have to be purchased in order 
to sustain life. Consumers whose imme- 


diate problems are getting enough food 
to fill their stomachs or enough clothing 
and shelter to protect them against the 
elements are scarcely in a position to 
spend their time or their pitiful incomes 
in the acquisition of a service whose bene- 
fits will be realized only in the future. A 
large part of the population of Latin 
America is in this position, hence pros- 
pects for the development of a mass 
market for insurance are limited. This 
does not mean that it is hopeless. In some 
nations, such as Argentina, Cuba, Chile, 
or Panama, most of the population lives 
at a low level of income but is above 
the bare subsistence level. They do buy 
some insurance at present and might buy 
considerably more if made more clearly 
aware of its advantages and offered poli- 
cies which meet their needs honestly and 
at reasonable cost. 


A market for insurance among low in- 
come groups in the Latin republics does 
exist today, and it might be more fully 
exploited to the advantage of both insur- 
eds and insurers. As incomes rise, this 
market should grow more rapidly than 
do incomes. For substantial portions of 
the population in almost every country, 
gains in income will represent “discre- 
tionary” income. ‘A large sharing of in- 
surance in the increases which may be 
anticipated in such income would be 
beneficial to those insured, to the econ- 
omies of their nations, and to the com- 
panies serving them. 


Apart from the “masses” of the popula- 
tion, two other groups exist in almost ev- 


- ery urban center of Latin America which 


offer more promising immediate prospects 
for insurance sales. Contrary to the situa- 
tion in the United States, where incomes 
are highly unequal but where almost all 
groups do share materially in the high 
level of total wealth, there is a sharp 
division between “rich” and “poor” in 
Latin America. A tremendous share of 
the total income is received by few peo- 
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ple. This segment of the population is 
split into two parts. First, there is the 
“old aristocracy,” made up of landowners 
and established dynasties of commercial 
and industrial families. This is a small but 
wealthy class. It has doubtless been able 
to buy any kind of insurance in any 
amount that it wished for a long time in 
the past. But it might buy more. Just as 
the wealthier classes in the United States 
are larger purchasers of insurance, so their 
counterparts in Latin America should be. 

Second, and more important for the 
future, is the rapidly growing class of 
persons who represent the effect of eco- 
nomic development on the class structure 
of the Latin nations. These are industrial- 
ists, businessmen, bankers, doctors, law- 
yers, engineers, and, lower down the 
economic ladder, “junior executives” and 
clerical and technical personnel. 

The bulk of the burgeoning middle 
class is much better off now than in past 
years (except where inflation has been 
extremely rapid). Persons in this group 
are better educated and better able to 
conceptualize the long-run advantages of 
insurance than are the nearly illiterate 
and poverty-striken masses. Moreover, 
they are less well-protected (given their 
level of living) than are the masses by 
the elaborate social insurance systems of 
most of the Latin states. They have both 
the income to afford a fair amount of in- 
surance and the need for it. It is in this 
group, which may be expected to grow 
at a rapid pace, that the most promising 
insurance market lies. In several of the 
Latin republics the indigenous middle 
class is supplemented by fairly large 
groups of resident aliens from the United 
States or Europe whose incomes are high 
and who constitute an important second- 
ary market for insurance. 

Most businesses in Latin America are 
in a position analagous to that of most 
consumers. Though the proprietors or 
operators of the small business firms 
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which make up the vast majority of the 
total number of enterprises may be per- 
sonally better off than the average con- 
sumer, the business is generally an enter- 
prise operated “on a shoestring” whose 
margin for expenditures not immediately 
necessary is exceedingly slim. While good 
business practice demands the purchase 
of adequate amounts of insurance, the 
adoption of a program requires a level of 
technical competence, a scale of opera- 
tion, and financial resources far beyond 
the reach of the average Latin small busi- 
nessman. This situation will change as the 
level of education moves upward, as 
growing consumer incomes create larger 
markets, and as improved concepts 
and techniques of business management 
spread from the large to the small busi- 
ness units. But the change will of neces- 
sity be relatively slow and gradual. Large 
businesses today are, of course, conscious 
of the need for insurance and do pur- 
chase it in some quantity. Deliberate and 
carefully conceived efforts by insurance 
institutions to promote the purchase of 
insurance by small business and to design 
policies whose terms and cost are appro- 
priate to small business operations could 
doubtless speed the spread of insurance 
to this sector of the business world. 


Public Apathy toward Insurance 
Purchases 


Related to the problem of low incomes 
and stemming from the same basic 
causes is the fact that awareness of priv- 
ate insurance and acquaintance with its 
benefits are at a low level among most 
of the inhabitants of Latin America. One 
can scarcely expect a population which 
is illiterate or semiliterate to understand 
or place any particular emphasis on a 
service whose concept is as abstract and 
whose benefits are as long-delayed as 
those of insurance. 

It is probably true that a substantial 
segment of the total population of Latin 
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America does not even know what private 
insurance is, to say nothing of making a 
reasoned choice between insurance and 
goods or services whose contributions to 
their welfare are more immediate and 
obvious. In this respect, insurance is like 
saving or preventive medical care; it re- 
quires foresight and a sophisticated ap- 
proach to the comparative merits of pres- 
ent and future satisfactions. These quali- 
ties come in part from formal education, 
from the possession of an income sufficient 
to permit the consideration of the future, 
and from long experience with making 
decisions as to the present versus the 
future in a social and economic environ- 
ment which places a reasonably high 
value on foresight and provision for needs 
which do not now seem pressing. 


As incomes rise, as educational systems 
improve, as better transportation and 
communication bring more unity to the 
Latin societies, the importance of this 
limitation should diminish. This is an- 
other reason for expecting that the share 
of future increases in income which will 
go into purchases of insurance will be 
greater than this share is at present. Priv- 
ate insurance companies and their repre- 
sentatives could do much to further the 
education of the general population as to 
the advantages of insurance protection. 
Activity of this kind is much more im- 
portant and much more likely to be pro- 
ductive in an underdeveloped area than 
in a developed one, for in the latter most 
people are acquainted with insurance and 
are able to make at least some kind of 
evaluation of it. In the former they are 
simply not equipped to think about it 
at all without help from some outside 
source. Obviously, this statement does 
not apply equally to all groups within the 
Latin nations or to all nations in the 
same way; but large segments of the 
population everywhere are simply un- 
aware of privately-purchased insurance, 
or, if they do know about it, are unable 


to relate it in any meaningful way to their 
own actions. 


Government Insurance Functions 


It has previously been noted that gov- 
ernment regulation and competition are 
a serious problem faced by the private 
insurance industry in Latin America. Gov- 
ernment insurance operations of various 
kinds are common in the region and often 
pre-empt areas which in the United States 
are the province of private insurers. These 
government insurance functions fall into 
three groups: (1) the provision of social 
insurance; (2) the establishment of gov- 
ernment insurance companies to deal in 
“non-social” types of insurance; and (3) 
regulation of the affairs of private com- 
panies. 

It may, at first glance, seem paradoxical 
that nations in which general conscious- 
ness of insurance and its benefits are at a 
rather low level have broad and compre- 
hensive social insurance programs. At 
second look, however, these facts are not 
so contradictory as they appear. In the 
first place, most of these social insurance 
programs probably did not emerge from 
the articulate demands of the masses but 
rather from either unilateral paternalism 
on the part of the state or from a desire 
by the ruling classes to pacify relatively 
small but organized, vocal, and “politic- 
ally dangerous” segments of the lower 
income groups. Secondly, the social in- 
surance systems represent in large meas- 
ure the modern transference to the state 
of the traditional responsibilities of the 
patron or feudal landholder to care (after 
a fashion) for those who lived and worked 
on his estate. 


These social insurance systems appear 
to be of great value to many in the labor- 
ing and lower middle classes of the 
southern republics. In spite of rather ir- 
relevant criticism of them as “socialistic,” 
they represent an expression of the ad- 
mirable ideal that all persons, regardless 
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of their incomes or social status, should 
have the right to medical care, provision 
for their widows and orphan children, 
retirement income for themselves and 
their dependents, and other similar ad- 
vantages. The systems are subject to criti- 
cism not so much in their aspirations as 
in their implementation and performance. 
They frequently operate with much in- 
efficiency; and even if they were perfect, 
the Latin nations are simply too poor to 
support such benefits for all without ex- 
tremely heavy taxation, including high 
taxes on large incomes. This the ruling 
classes are unwilling to accept. Benefits 
often fall short of those envisioned in the 
laws and are usually provided at high 
cost. They are, nonetheless, of assistance 
to many persons who otherwise would be 
completely destitute. 


Social insurance systems are important 
to this study because they represent po- 
tent competition for private insurance in 
the personal and family lines of coverage. 
Much of what little discretionary income 
is available for insurance is automatically 
taken as social insurance premiums. While 
the present percentage of workers cov- 
ered by social insurance is not in most 
countries a large part of the total, they 
are likely to be workers in industry, com- 
merce, or government whose incomes are 
good compared with those in agriculture, 
domestic service, and occasional labor. 
It is just these same workers who would 
be most likely to purchase private insur- 
ance were it not for the social insurance 
systems. 

Tables 1, 2, and 3 give a fair idea of 
the scope of the social insurance programs 
in some of the major Latin states. As is 
readily apparent, the areas in which gov- 
ernment insurance is employed are broad. 
It should be noted, however, that cover- 
age under the government programs is 
generally not adequate for persons of 
reasonably high income. Therefore, as the 
general level of income rises, more and 


TABLE 1 


Peritts Coverep UNDER Socrat INSURANCE 
Systems, Latin AMERICAN NATIONS 


Nation 
Argentina 


Types of Risks Covered 


Disability, old-age, death, mother- 
ood, job-connected accidents, 
occupational illness 


Illness, motherhood, disability, old 
age, death, job-connected accidents, 
occupational illness 


Illness, motherhood, disability, old 
age, death, job-connected accidents, 
occupational illness 


Job-connected accidents, occupational 
illness, unemployment, family allow- 
ances, illness, motherhood, disability, 
old age, death 


Illness, motherhood, disability, old 
age, death, job-connected accidents 
and illnesses, unemployment in old age 


Job-connected accidents and illnesses, 
illness, motherhood, disability, old age, 
death 


Brazil 
Colombia 


Chile 


Mexico 
Peru 


Disability, old age, death, job-con- 
nected accidents and illnesses, unem- 
ployment, family allowances, 
motherh 


Illness, motherhood, disability, old 
age, death, job-connected accidents 
and illnesses, unemployment 
Source: Comite Permanente Interamericano de Seguri- 
i . ion Comparada de los Seguros 
en America Latina, (Mexico City: 
Comite Permanente Interamericano de Seguri- 
dad Social, 1956). 


Uruguay 


Venezuela 


more persons should begin to seek private 
insurance to supplement government cov- 
erage, providing, of course, that the gov- 
ernment coverage itself is not correspond- 
ingly expanded. The present tendency 
seems to be toward a rapid broadening 
of the social insurance programs in terms 
of including more and more occupational 
groups, but there does not appear to be 
much tendency to redesign them to better 
serve the needs of the middle and upper 
income workers and employees. 

The cost of the social insurance pro- 
grams is high. Generally, provision is 
made for a tri-partite contribution which 
comes from the state, the employer, and 
the worker. Ordinarily, as in the United 
States, this contribution does not take 
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TABLE 2 


Occupations IncLupED UNpER Soctau 
InsuRANCE Systems, Ercut Latin 
American Nations, 1955 


Occupational 
Group* Nations in Which Group is Covered 

Apprentices | Argentina, Brazil, Colombia, 
Chile, Mexico, Peru, Uruguay, 
Venezuela 

Urban wage ntina, Brazil, Colombia, 

workers Chile, Mexico, Peru, Uruguay, 
Venezuela 

Cooperatives | Brazil, Chile, Mexico, Uruguay 

Occasional Colombia, Chile, Peru, Mexico, 

workers Venezuela 

Armed forces | Chile, Uruguay, Venezuela 

Liberal 

Professions Argentina, Chile, Uruguay 

Domestics Chile, Mex- 
ico, Peru, Uruguay, Venezuela 

Public Argentina, Brazil, Colombia, 

servants Chile, Mexico, Peru, Uruguay, 
Venezuela 

Independent ntina, Brazil, Colombia 

workers Chile, Peru, Uruguay ; 

Family labor | Chile 

Maritime Argentina, Brazil, Chile, Peru, 

workers Uruguay 

Rural Argentina, Brazil, Colombia, 

workers Chile, Mexico, Peru, Uruguay, 
Venezuela 

Foreign ntina, Brazil, Colombia, 

workers Chile, Mexico, Peru, Uruguay, 
Venezuela 


. _ salaried employees are sometimes excluded, as are 
old workers, independent workers of large means, occasional 


labor with ve 
country for o 


small annual wages, foreign workers in the 

a short time, etc. Insurance of agricultural 

fas mr ia frequently limited by type of work and place of 
lence. 


Source: Same as Table 1. 


account of age, civil state, or sex; but it 
may vary with the type of employment or 
the size of salary received. As a share of 
the salaries and wages, the contributions 
look excessive to one accustomed to think 
in terms of the approximately 5 per cent 
of salary (up to a rather low limit) con- 
tributed by employers and employees un- 
der our system of social insurance. In 
Latin America, contributions from all 
sources often run between 10 and 20 per 


TaBLe 3 


NumsBer or Persons UNDER Socrat INsuRANCE 
Systems, 1953 anp 1955, 1955 Popu.ation, 
Seven Latin AMERICAN COUNTRIES 


Number Number 
P. ion,| Insured, Insured, 
Nation 1956 1953 1955 
Argentina | 19,100,000 n. a. 4,646,064 
Brazil 58,500,000 n. &. 3,000,000 
Colombia | 12,700,000 183,900 400,000 
ile 6,800,000 | 1,100,000 | 1,670,000 
Mexico 29,700,000 434,557 707,492 
Peru 9,400,000 318,558 n. & 
Venezuela | 5,800,000 122,402 n. 


Source: Same as Table 1 for number insured. Population 
from: United Nations, Statistical Office, Demo- 
rend Yearbook, 1966 (New York: United 

ations, 1957). 


cent of the wage or salary, and figures in 
excess of 20 per cent are not uncommon.® 
Such heavy rates of contribution are 
made necessary on the one hand by the 
smallness of most of the incomes which 
are to be taxed, and on the other by the 
size and variety of benefits contemplated. 
It is obvious that the ability and willing- 
ness of covered workers to purchase priv- 
ate insurance is markedly affected by con- 
tributions of this magnitude to social 
insurance funds. 

Outside the area of social insurance, 
some Latin governments have actually es- 
tablished or made legal provision for 
state-owned insurance companies to write 
other kinds of insurance. Uruguay and 
Costa Rica have legislation which would 
permit a state monopoly of all or almost 
all lines of insurance, although in neither 
case has the monopoly yet been made 
absolute. Chile, Argentina, and Brazil 
have state institutions for the provision of 
reinsurance, and Chile has a stated-owned 
insurance company which insures govern- 
ment property, the property of the social 
insurance funds, and property of enter- 
prises in which the government has in- 


vested capital or which it helps to manage. 


5 Comite Permanente Interamericano de Se- 
guridad Social, Legislacion Comparada de los 
Seguros Sociales en America Latina (Mexico 
City: Comite Permanente Interamericano de 
Seguridad Social, 1956), pp. 26-28. 
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There is little real feeling, except on the 
part of a few business men, especially 
those whose business would be affected, 
that the operations of the state in Latin 
America should be confined to any given 
range of economic activities. If the ques- 
tion were ever seriously broached, there 
is little doubt that lines of insurance now 
in private hands in any given country 
could be transferred to a state-owned in- 
stitution without too much public outcry. 
This has happened before and could 
easily do so again. If such action were 
taken, previous contracts would probably 
be held valid for as long as they remained 
in force, and companies might be com- 
pensated for losses incurred when their 
fields of operation were nationalized. 


Most Latin governments also attempt to 
regulate private insurance firms in a man- 
ner resembling the regulatory activities of 
states in this country. Licenses are ordi- 
narily required of both companies and 
their representatives, rates and policy 
terms are usually subject to government 
review and approval, there are minimum 
capital requirements and legal and tech- 
nical reserve requirements, and there is 
regulation of insurance companies’ invest- 
ments. Often the latter is more liberal 
than in the United States, and large-scale 
investment by insurance institutions in 
real estate and common stocks is common 
in some Latin countries. 

Legal requirements for the conduct of 
insurance business discriminate in several 
nations against agencies or subsidiaries of 
foreign companies. Chile, Uruguay, and 
Costa Rica prohibit the entry of new for- 
eign insurers into their markets; Peru re- 
quires majority ownership of insurance 
enterprises by Peruvians; Argentina has 
special taxes and reinsurance require- 
ments for foreign companies or Argentine 
companies in which foreigners own more 
than a 40 per cent interest; and certain 
lines of insurance are reserved exclusively 
for Argentine companies. Brazil’s laws are 


somewhat ambiguous regarding the ad- 
mission of new foreign companies, but 
externally-owned enterprises already sell- 
ing insurance there appear to operate on 
a basis of equality with Brazilian com- 
panies. Mexico’s insurance code does not 
prohibit operations by existing or new 
foreign insurers, but shortly after its 
adoption in 1935 practically all such firms 
withdrew from Mexico. Colombia, Vene- 
zuela, and Ecuador, on the other hand, do 
not appear to make any distinction be- 
tween domestic and foreign insurers.® 


Inflation 

The final problem to be considered is 
that of inflation. This obstacle to insur- 
ance development is by no means peculiar 
to Latin America, but the inflations which 
have occurred in most of the southern 
countries have been far more serious than 
that experienced by the United States in 
recent years. Mild inflation of the sort 
the United States has suffered in the years 
1950-1958 erodes the value of insurance 
and robs the policyholder. It may also 
create difficulties for insurers in the areas 
of public willingness to accept “fixed dol- 
lar” insurance contracts and of reconcil- 
ing rising operating expenses and the in- 
crease of certain kinds of losses, e.g., 
automobile repair costs, medical care and 
hospitalization expenses, and awards of 
damages under liability coverages, with 

® For more information regarding the position 
of foreign insurers in Latin America, see: Jorge 
Bande and Oscar Vollmer, editors, Measures of 
State Intervention in Insurance in Latin America 


(Santiago de Chile: Universidad de Chile, 
1950); U.S. Department of Commerce, Bureau 
of Foreign Commerce, World Trade Information 
Service, Economic Reports, Part 1, No. 54-1, 
“The Insurance Market in Argentina”; Part 1, 
No. 56-10, “The Insurance Market in Brazil”; 
Part 1, No. 57-3, “The Insurance Market in Co- 
lombia”; Part 1, No. 57-18, “The Insurance Mar- 
ket in Mexico”; Part 1, No. 56-68, “The Insur- 
ance Market in Venezuela” (Washington: U.S. 
Government Printing Office, 1954-1957). See 
also: Jorge Bande, La Politica de Seguro Pri- 
vado, previously cited, for a more general and 
comprehensive treatment of problems faced by 
both foreign and domestic companies. 
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current premium income. In the United 
States the gradual decline in the dollar’s 
purchasing power has not created insu- 
perable problems for insurance com- 
panies, nor has it deterred the purchase 
of exceedingly large quantities of insur- 
ance by the public and business. In Latin 
America its effects have been more pro- 
nounced. 

Table 4 shows changes in the cost of 
living which occurred in seven of the 
principal Latin nations between 1937 and 
1955, together with comparable figures 
for the United States. All the nations 
shown have had trouble with inflation; 
and all except one, Venezuela, have ex- 
perienced considerably more _ inflation 
than has the United States. In the finan- 
cial environment which has existed in 
most of Latin America in recent years, 
it has been more than ordinarily difficult 
to convince people that a fixed dollar asset 
like insurance is really a good buy if it 
involves any substantial element of saving 
over a long period of time. 


TABLE 4 


Cost or Livine Inpexes, Seven Latin AMERICAN 
NATIONS AND THE UNITED States, 1937 - 1955 


(1945 = 100) 

Nation* 19387 | 1945 1950 1956 
Argentina 75 100 255 585 
Brazil> 38> 100 168 384 
Chile 43 100 252 1438 
Colombia 53 100 196 242 
Mexico 40 100 168 260 
Peru 55 100 236 333 
Venezuela — 100 147 147 
United States 81 100 134 149 


*For the Latin nations, cost of living indexes are gen- 
erally collected only for the capital city. Price trends in the 
rest of the country probably follow the pattern of those in 
the capital, but would not be identical. The base year of 
the indexes for all countries has been shifted to 1945 from 
the base of 1953 used by the source. 

> The first year for Brazil is 1939, not 1937. 


Source: United Nations, Statistical Yearbook, 1957 (New 
York: United Nations, 1958). 

Life insurance is hurt more by inflation 
than any other line of insurance because 
of its savings features, though it is also 
difficult to keep the face amount of prop- 
erty-liability policies abreast of the rise 
in the money value of real property and 


the cost of repairs, medical care, and 
damage awards. Since most life policies 
have fixed face values, solvency is not 
generally threatened by inflation even in 
the case of long-term contracts; and pre- 
miums for other types can be readjusted 
frequently. But costs are difficult to con- 
trol in an inflationary environment, and 
investment income also suffers wherever 
investments consist primarily of fixed dol- 
lar assets. These facts have combined to 
make the sale of and management of life 
insurance a difficult business in those 
Latin nations where inflation has been 
most severe. 

If the value of life insurance in force in 
a country is adjusted for changes in the 
purchasing power of the monetary unit, 
an estimate of its “real” value is obtained. 
This permits a legitimate comparison of 
insurance in force figures for different 
years. Such a comparison for the princi- 
pal Latin nations for the years 1946 and 
1955 reveals a clear (though not perfect ) 
correlation between the rate of inflation 
and the “real” value of life insurance in 
force. In Mexico and Colombia, for ex- 
ample, where inflation was relatively 
moderate, life insurance in force, stated 
in “real” terms, rose by 144 and 172 per 
cent, respectively, In Argentina, where 
inflation was much more severe, the real 
purchasing power of life insurance in 
force was actually 7 per cent less in 1955 
than it had been in 1946, indicating that 
new sales over the period failed even to 
keep pace with the rate of price increase. 
Chile, the extreme case of inflation among 
the major Latin nations, experienced a fall 


‘ in the real value of life insurance in force 


by about 68 per cent between 1946 and 
1954, and a further decrease probably oc- 
curred in 1955 and 1956.7 

Some of the Latin states have more 
liberal investment regulations than those 


™ David H. Shelton, Insurance Institutions and 


Economic Development in Latin America (Co- 
lumbus, Ohio: Nationwide Insurance Compa- 
nies, 1958, multilith), Table XVI. 
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which commonly apply to life insurance 
companies’ assets in the United States. 
In such cases, the companies may attempt 
to protect the purchasing power of their 
investment income through the purchase 
of real estate and common stocks. Even 
where this is not true, the percentage 
yields obtained from fixed dollar assets 
act as some offset to rising prices. These 
yields are much higher than in the 
United States and reflect to a degree the 
expectations regarding inflation which 
prevailed at the time the assets were pur- 
chased. 


It is the policyholder who is most hurt 
by inflation, particularly if he has pur- 
chased life insurance with a high savings 
component. In some countries, this has 
resulted in tremendous gains to life in- 
surance companies. The investments of 
Chilean life insurance companies, for ex- 
ample, consist largely of urban real estate, 
agricultural land, and common stocks, 
with comparatively small holdings of 
mortgages, government securities, or cor- 
poration bonds. As the price level has 
shot upward, claims have been paid in 
pesos worth only a tiny fraction of those 
which the life policyholder paid in, while 
the value of investments and income from 
them has risen with the price level. 


Some attempts have been made to 
avoid the worst effects of inflation on life 
insurance through designing policies pay- 
able in dollars instead of the local cur- 
rency. But this involves either investment 
in dollar assets or a most questionable as- 
sumption that the local currency will be 
freely convertible into dollars at a stable 
rate. It is possible that this approach 
could work if the contracts were payable 
in local currency in amounts equal to the 
value of a set number of dollars. This 
would, however, raise the question of 
where investment assets could be found 
whose prices could reasonably be ex- 
pected to follow the same course as the 
exchange rate between the dollar and 


the local currency. 

Other suggestions for offsetting infla- 
tion involve the denominating of contracts 
in terms of “packages” of real commodi- 
ties or even a single real commodity or 
making the face value of life policies “ad- 
justable” to account for changes in the 
price level. These approaches likewise 
raise the problem of finding assets whose 
prices and yields would change in an ap- 
propriate manner. Only if such securities 
as “indexed” bonds were made available, 
with terms comparable to those of “ad- 
justable” life contracts, could such a pro- 
gram be predictable enough to work well. 
These are at best only makeshift devices. 
Since the evil effects of inflation go far 
beyond insurance alone, gimmicks of this 
sort, though they may conceivably be 
helpful, are not the ultimate answer, un- 
less a way can someday be found of 
making all incomes and all assets instantly 
and equally responsive to price changes. 
In the meantime, the inflations should be 
stopped: in the United States, in Latin 
America, and elsewhere. 


Concluding Statement 


The problems facing the private insur- 
ance industries of Latin America are real 
and formidable. They do not, however, 
seem to be so serious as to forestall fur- 
ther insurance development in most of 
the nations south of the Rio Grande. Pros- 
pects for continued economic develop- 
ment in Latin America seem to be good, 
especially in view of the fact that the 
United States appears at least to be awak- 
ening to the opportunities and dangers 
presented to it by the underdeveloped 
state of the economies of our Latin neigh- 
bors. As general economic development 
proceeds, the private insurance industries 
should be able both to expand their own 
sales and profits and to contribute signifi- 
cantly to the evolution of an economic 
and business environment in which the 
masses of the Latin population can live 
and work in dignity and freedom from the 
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ignorance and grinding poverty which of the region will work toward the attain- 
have held them in bondage for so long. ment of these goals. 
It is hoped that the insurance industries 
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LIABILITY INSURANCE FOR PRIVATE AND 
PUBLIC SCHOOLS 


Jonas E. MrrretMan 


San Francisco State College 


The subject of this article can be mean- 
ingful only when there is a clear under- 
standing of the extent of liability which 
may be incurred by a public or private 
educational institution. Although liability 
may arise from breach of contract, this 
paper will not be concerned with cases of 
that nature. Attention is directed only to- 
ward liability which may arise through a 
civil action from the commission of a tort. 

The law of torts deals with the enforce- 
ment of duties which exist between in- 
dividual members of society. Every in- 
dividual has the duty to respect the 
interests of other members of society. 
Some of these interests which may be 
termed the Five Freedoms are: (1) free- 
dom from bodily harm or apprehension 
of bodily harm; (2) freedom from injury 
to property; (3) freedom from disparage- 
ment of reputation through the offenses 
of defamation, libel, and slander; (4) 
freedom from invasion of rights of priv- 
acy; and (5) freedom from interference 
with business relationships. Any invasion 
of these rights constitute tortious conduct, 
and the injured party has a right to be 
reimbursed for the injury suffered. How- 
ever, under certain circumstances the law 
may grant to schools immunity from tort 
liability. The present discussion is con- 
cerned mainly with the existence or lack 
of such immunity. 

A brief discourse cannot deal ade- 
quately with the broad realm of common 
and statutory law pertinent to the subject 
of tort liability. Varying circumstances in 


individual cases may result in the crea- 
tion of new case law. Furthermore, a par- 
ticular situation which may arise might 
not have had a precedent for which a 
court decision had been rendered previ- 
ously. Consequently, the outcome of a 
liability law suit cannot be known before- 
hand. Again, there is no hard and fast 
rule which requires a court to be bound 
by a previous legal decision despite the 
fact that the courts customarily follow the 
principle of stare decisis, under which 
preceding decisions are allowed to stand. 
Nevertheless, there are fortunately some 
general rules which have been estab- 
lished and which can be employed as 
guide-posts in determining the potential 
liability of schools. 


Tort Liability of Schools 


While the laws are somewhat different 
as between public schools and private 
schools, there is sufficient similarity to dis- 
cuss them jointly. School boards, boards 
of regents, and the official members of 
public institutions of higher learning are 
recognized under the common law as 
agents of the government created exclu- 
sively for the purpose, without profit, of 
furtherance of education.’ The rule is 
well settled that the government is gen- 
erally immune from tort liability unless 
it has assumed such liability by constitu- 
tional provision or legislative enactment.? 

1 American Law Reports Annotated, Vol. 160, 
pp. 17, 18; also Vol. 32, 2nd, pp. 1174 ff. 

2 Ibid., Vol. 160, p. 20. 
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And, of course the legislature cannot 
enact any statutes which might contra- 
vene a constitutional provision. The gen- 
eral rule, however, is by no means univer- 
sal. Despite a lack of uniformity, there 
are numerous court decisions which re- 
cognize various exceptions or limitations 
to the rule of immunity. Some of these 
digressions, which are common to private 
institutions, will be mentioned later. 


Private educational institutions derive 
their immunity from tort liability when 
they are so organized or conducted as to 
acquire the status of a charitable institu- 
tion, as the latter term is used in its legal 
sense.’ A private school which is organ- 
ized or operated for profit does not enjoy 
the shelter of the immunity laws. It 
should not be inferred that an institution 
will lose its immunity status because a 
profit arises from its operations. The bur- 
den of proof lies with the school to show 
that it is, in fact, a charitable or quasi- 
charitable organization; and the question 
as to its status is one for a jury.* 


The courts, which are by no means 
agreed upon the reasons for extending 
immunity from tort liability to charitable 
educational institutions, have put forward 
two general theories.® The first holds that 
if the charity or trust fund could be used 
to compensate parties injured through the 
negligence of the agents or servants of the 
organization, the fund would be diverted 
to purposes never intended by the donor; 
and the charitable purposes of the creat- 
ors or founders would be frustrated. 


Allied to this theory is one which denies _ 


recovery to recipients of a charity on the 
grounds of public policy. Since such insti- 
tutions are supported by benevolence and 
devote their assets and energies to the 
common welfare, it is felt they should be 
encouraged in every way possible. Hence, 


8 Ibid., Vol. 145, p. 1338; also Vol. 160, pp. 
250 ff. 

* Ibid., Vol. 160, pp. 263, 267-269. 

5 Ibid., pp. 254-256, 


they are held to be exempt from tort lia- 
bility. 

The second theory advanced for ex- 
empting a charitable corporation from 
liability for the negligence of its servants 
is that the doctrine of respondeat superior 
is not applicable to such organizations. 
This legal doctrine charges the master 
with full responsibility for the acts of his 
servants. The inapplicability of the rule 
is supported on the grounds that the 
charitable organizations derive no benefit 
from what their servants do. 

A distinction is generally recognized 
between the tort liability of a charitable 
organization with respect to students or 
beneficiaries of such an institution and 
the liability with respect to injury or dam- 
age sustained by a stranger to or a servant 
of the organization. Subject to qualifica- 
tions, modifications, and exceptions, it 
has been held generally that a person in- 
jured by the negligent acts of the agents 
or servants of a charitable corporation 
cannot recover for his injury if it is in- 
curred when he is accepting the benefits 
of the charity.6 This rule is usually, 
though not always, subject to the proviso 
that the corporation had employed due 
care in selecting its agents or servants.” 


Although there are decisions to the con- 
trary, the weight of authority holds that a 
charitable institution enjoys no immunity 
from tort liability with respect to injuries 
or damage sustained by strangers to or 
the employees of such an institution.’ The 
extent of liability to strangers injured on 
the property of the institution would de- 
pend partly upon whether the injured 
party is a trespasser, a licensee, or an 
invitee. In the case of invitees, among 
whom would be guests, customers, in- 
pectors and others who enter the premises 
with the express or implied permission of 
the organization, the latter has the duty 

6 Tbid., p. 258. 


7 Ibid., pp. 253, 254. 
8 Ibid., pp. 256, 257. 
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to protect such persons from harm due to 
hidden dangers. In the case of licensees, 
who have implied permission to enter the 
premises and whose presence thereon 
would be for their own benefit, the insti- 
tution owes these persons a duty of only 
slight care for their safety and must in- 
form them of any hidden dangers of 
which the institution (its officers or em- 
ployees) has actual knowledge. Trespass- 
ers, however, have neither express nor 
implied permission to come upon the 
premises; and they do so at their own risk. 

It has been noted that there are various 
exceptions or limitations which have been 
adopted or recognized by some courts in 
connection with the rule of tort immunity. 
Again, it is necessary to caution that the 
authorities are not in complete agreement 
on this matter. A brief summary of these 


exceptions would include the following 


situations under which recovery of dam- 
ages would be permitted. (1) A tort 
arising out of or committed in the per- 
formance of a proprietary enterprise as 
distinguished from a governmental or 
charitable function. This might be exem- 
plified by a claim arising out of the own- 
ership, maintenance, or use of a com- 
mercial office building which is an asset 
held by the school for rental income pur- 
poses. (2) Damage or injury to private 
real property or property rights in respect 
thereto resulting from a trespass or the 
creation or maintenance of a nuisance. 
An example of this situation would be 
the establishment of a baseball park ad- 
jacent to a private dwelling which suffers 
damages from balls being thrown or hit 
into the dwelling windows. (3) Personal 
injury or death caused by the creation or 
maintenance of a nuisance. (4) Injury or 
death caused by an active or positive 
wrong, or a wilful or intentional act.® 
There are a few jurisdictions in which 
the courts have repudiated the doctrine 
of immunity for charitable corporations, 


® Ibid., pp. 21, 258-262. 


such courts having held that these charit- 
able educational institutions are liable 
for the torts of their servants in the same 
manner individuals or other corporations 
are liable.’° In one jurisdiction the court 
held that, in an action by a student against 
a university, the school enjoyed immunity 
from liability for the errors of professors, 
instructors, or other teaching staff mem- 
bers, but that this exemption did not ex- 
tend to the charitable institution for per- 
sonal harm caused by the negligence of 
one acting as the institution’s mere servant 
or employee." 

An unique case situation worth noting 
is one in which the courts have held that 
charitable schools or colleges might be 
sued for tort liability, but that under the 
trust fund theory any judgment for dam- 
ages could not be satisfied out of the trust 
funds because such satisfaction would 
partially or fully deplete such funds. 
While immunity is granted with respect 
to execution of such judgment against 
property directly and exclusively used in 
conducting the charitable work, any other 
property which is not so used—such as 
commercial property owned by the school 
—could be levied against. Judgments are 
good for periods of ten or twenty years, 
depending upon the jurisdiction, and are 
subject to revival for additional like peri- 
ods. Although seemingly uncollectible, a 
judgment kept alive might be satisfied at 
some future time if the school should 
come into possession of property or 
change the status of some of its property 
so that judgment satisfaction might be 
had against such property.!* Liability in- 
surance is a form of property from which 
judgments can be satisfied fully or parti- 
ally, depending upon the policy limits 
carried. 

A paradoxical circumstance seems to 
exist when courts hold that the mere fact 


10 Tbid., p. 258. 
1 Tbid., p. 259. 
1? Thid., pp. 261, 262. 
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that a charitable university carries liabil- 
ity insurance does not in any respect set 
aside the school’s immunity from tort lia- 
bility. On the other hand, it has been 
held in other instances that when a legis- 
lature empowers a school board to procure 
liability insurance and to pay premiums 
therefor out of public funds, there is an 
implication that such action permits the 
school board to be sued and a judgment 
to be obtained. Any such judgment, when 
final, measures the liability of the insurer 
to the insured party but does not give the 
judgment creditor any right to collect 
any part of the amount of the judgment 
from the government.'* 


When insurance is involved, the type 
of policy and the nature of the policy pro- 
visions determine the extent of the in- 
surer’s liability to judgment creditors. The 
policy may agree “To pay on behalf of 
the insured . . .”. This binds the insurance 
company to pay judgments rendered 
against the insured within policy limits. 
However, as was common practice several 
years ago, the policy might be of the in- 
demnity variety in that the insurer agrees 
only to indemnify or reimburse the in- 
sured after the latter has satisfied a judg- 
ment. To the extent that the institution is 
judgment-proof, there would be no judg- 
ment obligation incurred by the insurer.'® 
Of course, the latter type of indemnity 
policy should carry a premium consider- 
ably lower than the premium for the 
former contract. 


Liability Insurance for Schools 


A few words of caution are appropriate 
with respect to the purchase of liability 
insurance. After determining whether or 
not and to what degree the law places 
liability on a school, the buyer must ex- 
amine and list all potential liability expo- 

18 Ibid., Vol. 145, pp. 1338, 1339. 


44 Tbid., pp. 1337, 1342; also Vol. 160, pp. 
24, 25. 


18 Ibid., Vol. 145, p. 1342; also Vol. 160, p. 26. 


sures. Particular attention should be paid 
to gaps and overlappings in coverages. 
Gaps appear when specific hazards have 
been overlooked, such as products liabil- 
ity coverage for schools which dispense 
proprietaries through a clinic of a school 
of pharmacy, or when agricultural prod- 
ucts are marketed by the school. Over- 
lapping—and thus superfluous premium 
payments—may occur when the school is 
a lessor of sundry properties, the liability 
coverage for which is provided by the 
lessee under terms of a lease, while the 
school purchases duplicate coverage. Ov- 
erlapping may occur by reason of an un- 
necessarily high “per accident” limit on a 
power plant policy when coverage is in- 
tended for all sections of the policy, in- 
cluding the direct property damage sec- 
tion, the expediting expense section, and 
the property damage and bodily injury 
liability sections. Sufficient coverage for 
the two latter sections may be included 
in the general public liability policy. 

It is usually advisable to condense the 
program into as few policies as possible. 
In this manner, the problem of overlap- 
ping coverages can be reduced. Also, in 
the event of a claim there is less likely to 
be a controversy between two or more 
insurance companies whose policies might 
cover the same loss. The comprehensive 
liability policy eliminates the problem. 

Limits of liability should be reviewed 
periodically and adjusted in accordance 
with a realistic appraisal of needs. When- 
ever possible, policies should be pur- 
chased on a limit “per occurrence” rather 


‘than a “per accident” basis. The protec- 


tion under the former is considerably 
broader than under the latter, although 
the premium is higher. The “per accident” 
basis, which is the traditional form of 
coverage, provides protection against lia- 
bility arising out of accidents which are 
legally interpreted as the sudden, unex- 
pected happening of events that are iden- 
tifiable in both time and place. The ex- 
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pression “per occurrence” includes acci- 
dents but adds “exposure” losses. These 
would include liability for sickness or 
death as the result of providing insuffi- 
cient building heat over a protracted 
period and liability arising out of the 
negligent failure to suspend school opera- 
tions after an epidemic had struck the 
school community with resulting addi- 
tional cases of illness or death. 


When it is the intention of the school 
not to seek shelter under the immunity 
laws, it is customary to add to the policy 
an endorsement which, in effect, states: 


It is hereby understood that in the event 
of any claim or suit under the policy to 
which this endorsement is attached, the 
(Insurance) Company will not deny lia- 
bility due to eleemosynary statutes of the 
Insured unless such defense is agreeable 
to the Insured. 


In the absence of this endorsement pre- 
miums should be considerably lower than 
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otherwise. Premiums may be further re- 
duced by the inclusion of a modest (pos- 
sibly $50) deductible against property 
damage claims. 

It should be recognized that in addition 
to having the insurer respond for payment 
of judgment damages, the school enjoys 
the advantages under the liability policy 
of several supplementary services pro- 
vided by the insurer. Not to be over- 
looked are the inspection services which 
the insurer furnishes and which can be 
instrumental in preventing accidents. 
Often the greatest benefits derived from 
the liability policy is the insurer’s agree- 
ment to pay the costs of legal defense 
against claims whether or not they are 
fraudulent and groundless. 

In conclusion, it might be stated that, 
as in medicine there is no single magical 
drug for all ailments, similarly there is no 
uniform liability insurance program which 
can be recommended or adapted to fit the 
individual circumstances of all schools. 
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A NOTE ON INSURANCE TERMINOLOGY 


Davis W. Grecc 


The American College of Life Underwriters 


Polonius: “What do you read, my Lord?” 

Hamlet: “Words, words, words.” 

Insurance is plagued by an infernal and 
exasperating jungle of confusing termin- 
ology—words, words, words. 

For the sake of public understanding so 
important to the future of insurance, for 
the sake of effective communication with- 
in the insurance industry, and for the sake 
of furthering insurance science, something 
should be done to bring order out of 
terminological chaos. A specific recom- 
mendation will be made in this paper. 


The Problem 


It was Humpty Dumpty of Alice in 
Wonderland fame who said: 


“When I use a word, it means 
just what I choose it to mean 
—neither more nor less” 


Perhaps insurance people have individu- 
ally and collectively humpty-dumptied 
the special language of this business to 
the extent that it is hard even to under- 
stand each other. Pity the poor public! 
It is not difficult to find examples of 


current lexicographical confusion. Take . 


the field of health insurance. Is it “health 
insurance,” as one would suppose from 
the names of the two important trade as- 
sociations in the field, the Health Insur- 
ance Association of America and the 
Health Insurance Institute? Or is it “acci- 
dent and health insurance,” “health and 
accident insurance,” “accident and _ sick- 
ness insurance,” “sickness and accident 


insurance,” “disability insurance”—or 
what? 

Take the word “coinsurance.” This term 
has been widely used in health insurance 
(or is it “accident and sickness”? ) in re- 
cent years to mean, in general, a pro- 
vision under medical expense coverage 
whereby the insured agrees to share losses 
in some given proportion with the insurer. 
But, how does this use of the term jibe 
with the time-honored use in property 
insurance? And, what about its still dif- 
ferent meaning in the field of reinsurance? 

What meaning does such language as 
“commercial accident and health insur- 
ance policies” or “non-cancellable guaran- 
teed renewable disability income” cover- 
age have to the public? 

It would seem that at least those in the 
insurance business could agree as to the 
meaning of “multiple line underwriting.” 
But even here one is faced with confused 
usage of the term. If it’s a property in- 
surance man expressing himself, the term 
may mean one thing; but if it is a life 
insurance man, it may mean something 
else. 

The variety of terms used to describe 
the life insurance field man who contacts 
the public approaches the point of ab- 
surdity. Is he a life underwriter, a field 
underwriter, an agent, a career agent, a 
salesman, a special agent, a field represen- 
tative, or a special representative? These 
and probably scores of other titles have 
been given him over the years. His trade 
association is known as the National As- 
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sociation of Life Underwriters and his 
professional designation is known as 
“Chartered Life Underwriter.” In prop- 
erty insurance the designation is “Char- 
tered Property Casualty Underwriter.” 
But can companies, teachers, editors, and 
the public agree on what to call them? 
And, what about the confusion with the 
“underwriter” in the home office who has 
an entirely different job? 

What is the difference between a “gen- 
eral agent” in life insurance and a “general 
agent” in property-liability insurance? 
Or, what is the meaning of “agent” in 
these two fields? 

Another example. Is there any language 
in life insurance less descriptive and less 
appropriate than “industrial” and “ordi- 
nary” life insurance? And, what exactly 
does “ordinary” life insurance mean—es- 
pecially to the public? 

If any field of insurance be considered 
—life, health, property, liability, marine, 
pension, surety, social—the impact of lan- 
guage on the public and those in the busi- 
ness inevitably will be confusion, and 
disagreement in regard to truly funda- 
mental and basic concepts. Winston 
Churchill once spoke of “terminological 
inexactitude.” Surely, insurance has more 
than its share of it. 


A Plan 


Could not a Committee on Insurance 
Terminology go a long way toward solv- 
ing this problem? Such a committee, 
soundly organized by insurance educators 
and people within the insurance industry 
and determinedly and doggedly devoted 
to the task of adding clarity and effec- 
tiveness to the language of insurance, 
could inevitably have a substantial and 
lasting effect. 

The philosophy of the Committee might 
be centered in Alexander Pope’s sugges- 
tion that 


“In words, as fashions, the same rule 
will hold, 


Alike fantastic if too new or old: 

Be not the first by whom the new are 
tried, 

Nor yet the last to lay the old aside.” 


Inevitably, the Committee would meet 
distrust and resistance if its recommenda- 
tions should be revolutionary in form or 
timing. Yet, through careful study, 
through the art of gentle persuasion, and, 
above all, through patient devotion to the 
ultimate good to result, outstanding prog- 
ress could be made in even a decade. 

The American Association of Univer- 
sity Teachers of Insurance would seem 
to be the ideal organization to initiate a 
continuing study of insurance language 
for many reasons. In the first place, the 
Association, by definition, is interested in 
all lines of insurance. Secondly, as an 
organization, it can invite all segments of 
the insurance industry to participate with- 
out prejudice to individual interests. 
Thirdly, the members of the Association 
are those who are creating insurance 
literature, especially for educational use; 
and thus it is they who can have the 
greatest ultimate impact on insurance lan- 
guage. Finally, in a venture of scientific 
and scholarly nature such as this, it is 
logical that the Association should take 
the leadership. 

A word of caution should be offered, 
however. The research will be effective 
only if the Committee on Insurance Ter- 
minology is truly a joint project between 
the Association and the various segments 
of the insurance industry. Though the 
direction and much of the work must be 
a labor of love of teacher members of the 
Committee, the full and continuing in- 
terest of insurance trade associations, in- 
surance companies, the insurance press, 
and insurance regulatory authorities will 
be necessary if the project is to succeed. 

Much progress is being made in de- 
veloping the science of insurance. But, 
for any science to reach its full fruition, 
it must have a language of exactness and 
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clarity. Here, then is an area where the “The difference between the right word 


Association can devote its resources, hu- and the almost right word is the dif- 
ference between lightning and the 


(Mark Twain) 


man and financial, toward progress. lightning bug.” 
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PUBLICATIONS AND RESEARCH 


Book Reviews 


A SURVEY OF GROUP LIFE INSUR- 
ANCE PROGRAMS FOR ACTIVE AND 
RETIRED EMPLOYEES. By Laurence 
J. Ackerman. Bureau of Business Research 
and Service, University of Connecticut, 
Storrs, Connecticut, 1957. 86 pages. 


Reviewer: James J. Chastain, Assistant 
Professor of Business Administration, 
Omaha University. 


Life insurance statistical material gen- 
erally is compiled from the point of view 
either of the insurance industry or the 
buyer of individual insurance contracts. 
Dean Ackerman, however, presents sta- 
tistics from a new point of view, that of 
the purchasers of group insurance. For 
this reason, his study, prepared for the 
Council on Employee Benefit Plans, an 
organization made up of representatives 
of corporations such as General Mills, 
Sears Roebuck, and Goodyear, should 
prove valuable to the corporate insurance 
executive, the insurance business, and the 
insurance teacher. 

The purpose of the study was to “photo- 
graph a cross-section of American cor- 
porate practice in the area of group life 
insurance, with special emphasis on life 
insurance benefits for retired employees.” 

A four-page questionnaire was mailed 
to a stratified sample of 670 “larger” cor- 
porations. The technique used in getting 
a 74 per cent response to the principal 
questionnaire, plus “considerable 
sponse” to a supplemental two-question 
post card sent to those not responding, 
can well be studied by others using the 
mail questionnaire as a research device. 
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The study includes 50 tables from the 
121 developed from the questionnaire. 
Tabulations are made by geographic area, 
number of employees, type of industry, 
and the presence or absence of a union. 
Analysis of the tables is limited, most of 
the copy being devoted to an explanation 
of group policy provisions and a definition 
of terms. 

What one would suspect about the 
effect of the existence of unions upon 
group life insurance plans is confirmed by 
this study. In companies where there are 
unions, 96 per cent have a group life in- 
surance plan for hourly-rated employees, 
whereas the comparable figure is 80 per 
cent for companies in which there are no 
unions. Also, the minimum group life in- 
surance benefit is more likely to be larger 
and to offer some coverage for retired em- 
ployees where there is union activity than 
where there is not. On the other hand, 
group life insurance contracts are more 
likely to reduce the amount of insurance 
at retirement and are less likely to con- 
tain disability provisions (either waiver 
of premium or payout provisions ) in com- 
panies with unions than in those without 
them. 

In order to explore the union question 
more fully, Ackerman surveyed officials 
in 15 unions which have actively bar- 
gained for insurance benefits. His analysis 
of their philosophy helps to explain the 
apparent greater union interest in life in- 
surance coverage for active than for re- 
tired employees. 

Data for salaried and hourly-rated em- 
ployees are kept separate throughout the 
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study. The study indicates that in prac- 
tically every respect salaried employees 
fare better than hourly-rated employees 
under group life insurance contracts. 

The teacher will be particularly inter- 
ested in the quantative data developed in 
some areas where previously he may have 
had to speak in general terms. For ex- 
ample, the study shows that from among 
the four primary methods of determining 
the amount of insurance for each em- 
ployee covered under a group contract 
(earnings, length of service, occupation, 
and a flat amount for each employee) the 
earnings method is by far the most im- 
portant for salaried employees (71 per 
cent). The length of service method is 
seldom used (1 per cent). 

The primary purpose of the study was 
to examine company practices with regard 
to life insurance for retired employees. 
The survey indicates that 75 per cent of 
the companies with a group life insurance 
plan provide some coverage for retired 
employees. Providing this coverage pre- 
sents some important problems not pres- 
ent in contracts covering only active em- 
ployees. The survey indicates that most 
companies decrease the coverage for re- 
tired employees. They handle the funding 
problem by remaining on a current budget 
basis. The author feels that the problem 
of funding the cost of benefits for retired 
employees is a major problem calling for 
further study. 

Not to honor Dean Ackerman by plac- 
ing him in the distinguished company of 
the Literary Digest, Mr. Roper, and Dr. 


Kinsey by questioning his sample, would — 


be an unfortunate oversight. The author 
chose to survey only “larger corporations” 
without defining the term. He warns the 
reader against generalizing from the sur- 
vey by saying that “the findings in this 
report are not offered as a perfect reflec- 
tion of American corporate practice.” This 
statement recognizes the possibility that 
group life insurance practices may differ 


considerably in corporations which are 
not “larger” than those reported in the 
survey. 

The survey includes group plans cover- 
ing more than 5.5 million employees. This 
is more than 15 per cent of all those cov- 
ered by group life insurance. If the sur- 
vey does not succeed in its purpose to 
“photograph a cross-section of American 
corporate practice,” it does at least report 
on the practices of a substantial percent- 
age of corporations, including most of 
those which have pioneered in the devel- 
opment of employee benefits. 

The survey develops a large amount of . 
useful data regarding group life insurance 
contracts, especially in the rapidly grow- 
ing area of life insurance for retired em- 
ployees. As Dean Ackerman hopes, the 
study should be useful to American in- 
dustry in its future planning. It is always 
useful to know what other people are 
doing and thinking. It should be useful 
to the insurance business in helping it to 
understand attitudes of management and 
unions toward group insurance coverage. 
Finally, it should be useful to the insur- 
ance teacher who is interested in group 
life insurance data beyond the aggregates 
available from the insurance industry. 


ELEMENTS AND PRACTICE OF MA- 
RINE INSURANCE. By Victor Dover. 
Witherby and Co., Ltd., London, 1957. 


Reviewer: John H. Magee. 

A new edition of Elements and Practice 
of Marine Insurance is a revision of a 
work first published in 1951. The author, 
Victor Dover, is eminently qualified for 
the task he has undertaken. The title page 
of the book indicates him tc be Secretary 
for twenty years of the Institute of Insur- 
ance of London, First Secretary of the 
Tuition Committee of the Chartered In- 
surance Institute, and Examiner in Marine 
Insurance for the Royal Society of Arts. 
Commenting on the need for the book in 
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its introduction, the author points out an 
experience in teaching marine insurance 
over some forty years to those who gen- 
erally have had no previous knowledge 
of the subject. The book itself bears out 
the expectation this impressive back- 
ground prompts. 

Mr. Dover is the author of five other 
books in the field of ocean marine insur- 
ance. One, A Handbook to Marine In- 
surance, is an advanced text. The others 
cover specialized fields. The book here 
under consideration is designed for those 
who are approaching for the first time 
the study of marine insurance. One can 
have nothing but admiration for the au- 
thor’s success in attaining his objective. 
He has eliminated the reproduction of 
clauses and long policy forms as well as 
the long appendix usually found in marine 
insurance texts. On the other hand, the 
material is far from superficial. How the 
author managed within the limits of 171 
small pages to cover a field so complex 
in such an understandable manner will 
give rise on the part of both student and 
teacher to real admiration for the work. 

In addition to an introduction, a table 
of cases cited, and a very satisfactory in- 
dex, the book is divided into twelve chap- 
ters. While the treatment is based on 
English law and practice, the similarity of 
the marine insurance business in England 
and this country is such that the book is 
nearly as valuable, if not equally so, to 
the American student as to the English. 
Simplification has been attained by elim- 
inating detail. The treatment of the sub- 
ject matter covered is in no sense super- 
ficial but affords a comprehensive and 
understandable introduction to the field. 

For those who wish to become marine 
insurance specialists the author himself 
suggests more advanced study. This text, 
however, does succeed in making a broad 
presentation of the essentials of the 
marine insurance business, adequate for 
the student commencing his studies or for 


that individual whose occupation is not 
insurance but is such as to require an 
understanding of marine forms and cover- 
ages. Both the teacher and the student 
will find the little book profitable reading. 


TAX USES OF LIFE INSURANCE. By 
Samuel J. Foosaner. Callaghan and Com- 
pany, Chicago, Illinois, 1957. 250 pages. 


Reviewer: Oscar Harkavy, The Ford 
Foundation. 


Tax Uses of Life Insurance is dedicated 
to the proposition that “life underwriting 
and tax planning must be thought of 
synonymously.” It concerns itself, there- 
fore, with the niceties of the Internal Rev- 
enue Code of 1954 as they affect life in- 
surance annuities. 

Before one can intelligently advise a 
client on his insurance program, Foosaner 
cautions that one must “know all about 
the client and his family.” To this end 
he suggests that the “insurance advisor” 
obtain an exhaustive amount of personal 
and financial information about his ad- 
visee. In fact, the required information 
is so extensive and intimate as to suggest 
a relationship between attorney and client 
rather than that typically obtaining be- 
tween the insurance agent and prospect. 

Foosaner follows this discussion with a 
review of income, gift, and estate tax law. 
In this part, as in the rest of the book, 
the author makes no attempt at systematic 
exposition. He apparently assumes that 
the reader is reasonably familiar with the 
subject to begin with. The first paragraph 
of the chapter on “Prevailing Tax Law” 
plunges right into the middle of the 
subject: 

The split-income benefits which were in- 
troduced by the 1948 Revenue Act for 
taxpayers residing in the 40 non-commu- 
nity property states, still prevail today. 
Taxpayers can afford to pay life insurance 
premiums only to the extent that they have 


available income to do so. Life insurance 
proceeds which are receivable under an- 
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nuity and endowment contracts, give rise 
to income tax questions. Finally, in the 
cases of assignments of insurance policies 
for a valuable consideration, and under 
pure interest and certain installment pay- 
ment options, a portion of the sums re- 
ceived are subject to income taxes. Be- 
cause of these facts, it is essential that the 
client’s advisor possess a working famili- 
arity of the basic law. 


After a series of cryptic discussions on 
assorted subjects such as “transfers for 
value,” “employees’ death benefits,” “char- 
itable gifts,” and “life insurance marital 
deductions,” to name a few, Foosaner de- 
scribes twenty-eight “tax saving tech- 
niques.” These are concerned with spe- 
cial situations suggestive of opportunities 
to acquire additional life insurance while 
saving taxes. They range from “recapitali- 
zation with life time stock purchases” to 
“alimony payment deductions.” Illustra- 
tive examples are liberally supplied; but 
in this reader's opinion, collateral reading 
of one of the standard tax services would 
greatly facilitate the understanding of 
these techniques. An opportunity for re- 
view and drill is provided by a section 
containing questions and answers on mat- 
ters previously discussed. 

The main text of the book concludes 
with three essays: “Income Tax Dangers 
in Assigning Life Insurance,” “Good Will 
and Estate Taxes,” and “Tax Planning 
Problems of Principal Stockholders of 
Close Corporations.” The latter two 
essays touch only briefly on insurance. 
The second points out how an insurance 
contract may aid the taxpayer in defend- 
ing his valuation of good will for estate 
tax purposes. The third indicates how in- 
surance might provide funds to implement 
stock redemption agreements. The re- 
maining one hundred pages of the book 
are given over to abstracts from pertinent 
sections of the Internal Revenue Code 
and certain Treasury Regulations. 

Foosaner is not content merely to de- 
scribe the Internal Revenue Code. He 


occasionally sees fit to denounce it. For 
example: 


Where the methods employed to raise 
more taxes entail the impracticability in 
their approach, the ultimate result must, 
of necessity, be less net revenue to the 
Government. All too often, the imprudence 
of the Congressional Act does not make 
itself fully apparent until great damage has 

done. 


And he concludes: 


Taxpayers do not draft the Federal tax 
laws. They do not serve as the Commis- 
sioner of Internal Revenue and have 
nothing to do with the promulgation of 
Regulations. Where the laws are constitu- 
tional they must compiy with them. Where 
they are not, or they unlawfully seek to 
take property without due process of law, 
they can be challenged. 


One ventures to suggest, in rebuttal, that 
the Federal tax laws are drafted by tax- 
payers, that the Commissioner of Internal 
Revenue does pay his taxes, as do those 


_who promulgate Regulations. 


Tax Uses of Life Insurance may con- 
tain useful suggestions to attorneys and 
insurance agents who are already well ac- 
quainted with tax law. This reader, who 
had hoped to add to his meagre knowl- 
edge of the subject through study of this 
book, must report nonsuccess. 


LLOYD’S OF LONDON. By D. E. W. 
Gibb. Macmillan and Company, Lim- 
ited, London, 1957. 387 pages. 


Reviewer: Robert I. Mehr, University of 
Illinois. 

That this book was printed at the Butter 
Market, Ipswich, seems to be in character; 
for the serving is most palatable. D. E. W. 
Gibb, combining a seasoned perspective 
(he has been a member of Lloyd’s for 
more than half a century), a taste of 
humor (“Like the House of Lords at 
about the same period in English history, 
the Committee of Lloyd’s, for the most 
part, did nothing in particular and did it 
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very well”), and an expressive writing 
flavor (“Too many birds were chasing too 
few worms”), has cooked up a welcomed 
addition to the menu on the bill of fare 
for Lloyd’s of London pabulum. 

The appeal of this charming book is 
wide. For example, those interested in 
the history of business ethics will find 
much of value within its blue covers. 


Nothing in the history of Lloyd’s is more 
remarkable to modern eyes than the slow- 
ness—one might almost say the reluctance 
—with which members came to recognize 
their common interest in the security of a 
Lloyd’s policy. To us, indeed, as we watch 
the apparently tardy steps taken first to ex- 
clude insolvent underwriters and after- 
wards to prevent the weaker underwriters 
from slipping unnoticed into insolvency, 
the complacency of the Committee and the 
leaders of the market may seem not re- 
markable only, but reprehensible. But the 
members of the Committee were children 
of the age in which they lived, and they 
can be judged fairly only by the standards 
of their day. For this reason, the story of 
what went on at Lloyd’s should be pre- 
ceded by a description of what was ex- 
pected by the Public in the Nineteenth 


Those interested in the evolution of in- 
surance law also will find amusement 


. . . when a dispute between assured and 
underwriter turns on a point of law, not 
on a point of fact, the odds are 90 to 1 
that it can be cleared up without having 
to trouble a Judge for his decision. That 
is a pleasant and comfortable situation to 
be in, and it is the old underwriters who 
are to be thanked for it. If the under- 
writers of the Eighteenth and early Nine- 
teenth Centuries had not been litigious; 
... then the law of marine insurance would 
be as uncertain today as it was in 1750, 
before a Jacobite from Scotland, sitting as 
a Judge in an English court of law, taught 
Hanoverian Englishmen what their law 


was. 


And those who fritter away hours each 
week over coffee will be interested in 
“that odd episode in English social history 
when coffee drinking became a fashion 


...” Since Lloyd's is an outgrowth of a 
Seventeenth Century coffee house, D. E. 
W. Gibb begins his history of Lloyd’s with 
Canopis, a protege of Archbish Laud, a 
Cretan scholar at Balliol College, Oxford, 
who “‘disseminated his grave learning 
and amused his colleagues’ by brewing 
‘a drink of a soote colour dyed in a fur- 
nace and that they drink as hot as can be 
endured.” The drink spread from Oxford 
to Cambridge. ““Why,’ cried the Cam- 
bridge don in 1677, “Why doth solid and 
serious learning decline and few or none 
now follow it in the University? Answer: 
because of coffee houses where they spend 
all their time.’” The pace set by the uni- 
versity towns soon was matched in Lon- 
don, and Gibb’s account of London’s early 
coffee-houses is choice. 

Even the poor technical reader, seeking 
only insurance knowledge, will find much 
in this book to animate his interest. D. E. 
W. Gibb traces the development of 
Lloyd’s from a simple coffee-house where 
brokers and underwriters met informally 
to place insurance (Lloyd’s customers 
seemed “to have reserved their serious 
drinking for other places”) to its present 
elaborate corporate form, complete with 
charter and by-laws. Each innovation, 
such as the introduction of membership 
classes, the taking of precautionary meas- 
ures for the protection of solvency, the 
development of non-marine business, the 
development of the American market, and 
the development of new forms of cover- 
age, is examined and appraised. Two 
separate chapters are devoted to the prob- 
lems of foreign legislation. The first of 
these chapters is general, whereas the sec- 
ond devotes some space to the proposal 
and final adoption in 1937 of the Addi- 
tional Securities Limited, a separate com- 
pany established for arranging security 
deposits. 

Gibb ends his book, which he appropri- 
ately sub-titles A Study in Individualism, 
with two chapters designed to give some 
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attention to the Society of Lloyd’s itself 
which, according to the author, “has per- 
haps not had its fair share of the lime- 
light.” In these chapters, the writer gives 
examples of the services performed by the 
society for its members: the Policy Office, 
the Additional Securities Limited, the 
American Trust Fund, and the yearly 
audit. He discusses the great men of 
Lloyd’s and ends on the familiar note that 
“on their successors in the rising genera- 
tion (the) future greatness (of Lloyd’s) 
depends.” 

One additional point: wives, as well as 
husbands, will enjoy this book. 


LIFE INSURANCE AND ANNUITIES 
FROM THE BUYER'S POINT OF 
VIEW. By William J. Matteson and E. C. 
Harwood. Arco Publishing Company, Inc., 
New York, New York, 1954. 144 pages. 
$2.00. 


Reviewer: W. O. Bryson, Jr., Professor of 
Economics, Morgan State College. 


This book was prepared by members of 
the staff of the American Institute for Eco- 
nomic Research for the purpose of making 
essential information concerning life in- 
surance and annuities available to the 
average man. As indicated in its fore- 
word, the elementary principles of life 
insurance and annuities are discussed in 
simple and non-technical language; and 
detailed recommendations concerning the 
types of isurance and the methods of 
settlement that are most useful for various 
needs are given. The authors have sug- 


gested methods of arranging a relatively 


complete plan of life insurance protection 
and a retirement program. They have pro- 
vided illustrations that should prove use- 
ful to prospective buyers of insurance. 
Cost comparisons, the validity of which 
will undoubtedly be questioned by indi- 
viduals who have studied insurance, are 
presented. 

The average man should find this book 


an interesting and thought-provoking 
treatise on ways and means of providing 
protection against the undesirable conse- 
quences of the “premature death” and the 
“retirement death.” It is composed of 
nineteen chapters which vary from three 
to eleven pages in length. These chapters 
present much valuable and sound infor- 
mation on insurance in language which 
individuals who are not familiar with the 
technical terms used in the field may 
understand. Despite the commendable 
points of this book, it contains some as- 
sumptions and recommendations which 
many students of insurance will not find 
acceptable. 

Several assumptions and conclusions, 
which this reviewer questions, are pointed 
out and discussed briefly in the following 
paragraphs. 

In Chapter II, on pages 11 and 12, the 
authors present a comparison which is 
designed to illustrate the difference be- 
tween the cost of “year-to-year” insurance 
(five one-year term policies) and a level 
premium five-year term policy, both issued 
to individuals who are 35 years of age. 
Table III was used for the purpose of 
calculating the annual premium of $5.17 
per year for the $1,000 five-year term in- 
surance policy, but it was not used for the 
purpose of calculating the premiums on 
the five one-year term insurance policies. 
The latter premiums, which were taken 
from Table I on page seven, differ as 
much as four cents per thousand ($4.86 
instead of $4.82 for age 36) from the ones 
that would have been obtained had the 
data in Table III been used. Since Table 
III was introduced for the purpose of sup- 
plying data for this comparison, both illus- 
trations should have been based upon it. 

In Chapter VI, on “Planning the Insur- 
ance Program,” the assumption is made 
that an individual who is 37 years old will 
have an annual income from investments 
and securities of $300 a year and that that 
income will be increased periodically by 
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savings from earnings during the hus- 
band’s working years until it reaches $900 
at age 50. The investment earnings plus 
survivors’ benefits under O.A.S.I. are de- 
ducted from the annual income required 
for the maintenance of the family in order 
to determine the additional income re- 
quired for the support of the wife and 
children. In the event that the husband 
dies immediately, at age 37, he would be 
under-insured because he would not have 
time to increase his savings in accordance 
with the schedule which is provided in 
chart 2 on page 35. The income of $300 
per year that he is receiving from his pres- 
ent investments is all that one can be 
certain that his family will be able to 
receive in the future. 

It is possible that twisting may be en- 
couraged by statements which appear on 
page 38. One is told that “The increased 
cost of insurance when policies are ob- 
tained at a more advanced age is not 
nearly so great is is commonly supposed. 
. .. If a policy is replaced by a new one, 
the amount of which is equal to the com- 
pany’s net risk on the old policy (face 
value less cash surrender value,) the net 
cost per thousand dollars of protection is 
nearly the same.” While the reader is told 
“Valuable special provisions of existing 
insurance contracts may be a sufficient 
reason for retaining insurance policies that 
otherwise should be discontinued,” he is 
not told that he will be exchanging an 
incontestable policy for one that is con- 
testable and that he may be deprived of 
his protection if the insurance company 
elects to contest his new policy during the 
two-year period following its purchase. 

In Chapter VIII, on “How to Choose 
the Best Companies,” one is cautioned, 
on page 45, to purchase his insurance from 
old, well-established companies because 
the expense ratios are lower. He is told 
that an old, well-established company 
with several billions of dollars of insurance 
in force had an expense ratio during 1946 


of $4.43 per thousand dollars of life insur- 
ance in force while a seven-year old com- 
pany with less than $100,000,000 of life 
insurance in force had an expense ratio of 
$10.07 per thousand dollars of insurance 
in force. While it is true that on the 
average, expenses per thousand dollars of 
insurance in force tend to be higher for 
new companies than for old and well- 
established companies, expense ratios will 
vary with a number of factors other than 
the size and age of the companies. 


In Chapter X, on “Special Insurance 
Organizations,” the statement is made that 
the proceeds of New York Savings Bank 
Life Insurance are payable only in a lump 
sum. The reviewer does not have access 
to a copy of the Flitcraft Compend for 
1953, but on page 393 of the Flitcraft 
Compend for 1956, the following quota- 
tion appears under settlement options 
available under this type of insurance: 
“cash or stipulated instalments.” 


Chapter XI contains the ratings of com- 
panies and policies. The net cost of the 
policies being rated was determined by 
deducting the 20-year cash value from the 
20-year net payments (premiums less divi- 
dends ) accumulated at 3 per cent. If the 
ratings of these companies had been based 
upon data for 5 years, 10 years, 15 years, 
or 25 years, instead of 20 years, the posi- 
tions of the companies would have been 
different. Since most insureds do not keep 
their insurance policies for exactly 20 
years, a typical insured may find that 
purchasing the policy with the lowest 20- 
year net cost will not necessarily provide 
him with insurance at the lowest possible 
cost for the period that his policy remains 
in force. 

In Chapter XII, “Suggestions for the In- 
surance Buyer,” one is told on page 78, 
“When premuims are paid on less than a 
yearly basis, the added cost constitute a 
very high interest charge on the funds in- 
volved.” The reader is told that he is pay- 
ing 16% per cent interest on an annual 
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basis when he pays semi-annual premiums 
of $26 instead of annual payments of $50. 
When the death of the insured occurs 
after the payment of the first semi-annual 
premium but before the second semi- 
annual premium is due, the insured re- 
ceives his protection for the last year for 
approximately half the cost to one who 
paid the annual premium. The 16% per 
cent appears to be a more reasonable 
charge when one realizes that this extra 
charge must cover both interest on the 
portion of the premium that the company 
has not received and the loss of premium 
income which will result from the failure 
of some policyowners to make all of their 
semi-annual premium payments because 
of the intervention of death. 

On page 8 of the same chapter, the 
reader is told that he probably should not 
purchase waiver of premium provisions if 
the cost of doing so will reduce the 
amount of life insurance that he can afford 
to carry below that required to provide for 
the minimum needs of his dependents. If 
the individual fails to purchase waiver of 
premium, he may find that the living 
death (total disability during the normal 
working life of the insured) may deprive 
his family of all of the protection that he 
has bought for the purpose of reducing 
the undesirable consequences of the pre- 
mature death. The authors indicated that 
waiver of premium should be considered 
as a part of the accident and health pro- 
tection. The vast majority of the accident 
and health policies are cancelable at the 
option of the insurance company. The 


insured who has waiver of premium in- © 


cluded in his life insurance policy is much 
more certain that illness will not destroy 
his life insurance program than the in- 
sured who plans to pay the premiums on 
his life insurance policy out of benefits 
received from accident and health insur- 
ance policies. 

In Chapter XIX, “Planning for Retire- 
ment,” on page 112, the statements which 


follow are made: “Until his marriage, a 
man usually has no responsibility except 
for himself. . .. During this time, he needs 
only enough insurance for his death ex- 
penses; therefore, his surplus income 
should be invested.” A young man should 
buy insurance in excess of the amount 
needed for his death expenses prior to his 
marriage for several reasons. He needs to 
buy insurance in order to insure his in- 
surability. He may not be able to pass 
the medical examinations for insurance 
when he reaches a more advanced age and 
has a number of dependents. If ordinary 
life insurance policies are bought at an 
early age, the purchaser has the benefit 
of low premiums per thousand dollars of 
insurance in force for life. A young man, 
who buys insurance policies, increases his 
credit standing and may be in a better 
position to participate in speculative ven- 
tures as recommended by the authors. 


A MANUAL OF LIFE, ACCIDENT, 
AND SICKNESS INSURANCE. By 
Henry T. Owen. Bureau of Business Re- 
search, The University of Texas, 1956. 65 
pages. $1.00. 


Reviewer: David R. Fitch, Texas A. & M. 
College. 


This small manual was designed as a 
guide for persons preparing for the Texas 
agents’ license examination. As the official 
examination questions are drawn from this 
Texas Insurance Commission approved 
book, it should remain on the best-sellers 
list in Texas insurance circles, neophyte 
variety. 

Written to prepare a heterogeneous 
audience for a relatively simple examina- 
tion, the text is basic and unsophisticated. 
One chapter tells of the insurance needs 
of one Tom Texan, husband of Mary 
Texan and father of Tom Texan, Jr., and 
Susan Texan. The remainder of the man- 
ual, in more formal style, briefly intro- 
duces the supplicant to the various types 
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of life and health insurance policies, pro- 
vides him with a glossary of insurance 
terms and a summary of significant state 
laws dealing with the agent, and supplies 
him with some examples of the objective- 
type examination questions to be ex- 
pected. 

- The author has crammed a substantial 
amount of information into the 65 pages 
allotted. However, in the opinion of the 
reviewer, the mental facilities of the 
aspirant reader would not be strained by 
more complete explanations of basic life 
insurance matters. We can hope that the 
standards of the agents’ examination will 
be raised in years to come to require a 
more comprehensive knowledge of the 
complex contracts these new agents will 
be selling to an uninformed public. 


ESSENTIALS OF INSURANCE LAW. 
By Edwin W. Patterson. McGraw-Hill 
Book Company, Inc., New York, 1957. 


Reviewy Victor Gerdes, Professor of In- 
surance, New York University. 


Patterson’s second edition of Essentials 
of Insurance Law follows by 22 years the 
publication of the first edition in 1935. 
Numerous statutory, juridicial, and ad- 
ministrative changes in insurance were 
made during this period; the older edition 
remained in demand, though not always 
available. At the time the author, now 
Cardozo Professor of Jurisprudence, Emer- 
itus, Columbia University Law School, 
reached retirement, his publications in- 
cluded some 13 books, more than 70 arti- 
cles, scores of book reviews, and five law 
revision commission studies. He made a 
permanent contribution to New York In- 
surance Law through his work on the 
1939 revision. Insurance, contracts, and 
jurisprudence are Patterson’s major dis- 
ciplines. Included in the enumerations 
above are six books, 37 articles, and 17 
book reviews on insurance matters. It 
seems likely that no recent graduate of an 


American law school has escaped Patter- 
son’s influence in one way or another. 
Any new book by him therefore merits 
the attention of all teachers of insurance, 
most insurance students, and any person 
who needs or desires a closer acquaint- 
ance with insurance law while carrying 
out his duties in furthering the movements 
of the insurance “mechanism.” 

Almost identical in organization and 
format with the earlier work, the new 
version includes, often weighs, the sig- 
nificant insurance legal developments 
since 1935. In nature, the treatment is in 
a condensed form (the author uses the 
word “outline” ); in scope, subjects treated 
are insurance regulation and insurance 
contracts. The author has made an 
avowed effort to present not only prin- 
ciples and policies but also competing 
legal rules and doctrines. And to constrain 
this effort within the normal bounds of an 
outline or summary often causes an early 
termination of the discussion. The treat- 
ment of insurable interest provides an ex- 
ample. The reviewer has felt that the 
doctrine of insurable interest in life in- 
surance cannot be successfully extended 
to cover the situation where an insured 
procures coverage on himself. The safe- 
guard that the requirement of insurable 
interest seeks to preserve is absent here. 
A life insured himself cannot incur a loss 
at death of a type that can, in part at least, 
be compensated through indemnification. 
It is because the doctrine breaks down in 
its attempted application at this point that 
some courts have invoked such an un- 
workable explanation as that a person has 
an unlimited insurable interest in his own 
life. If so, what is the nature of any so- 
called insurable interest such person may 
have? 

Patterson, in less than a page, argues 
with succint clarity that it is not insurable 
interest at all that enables the cestui que 
vie to obtain insurance. Since the insured 
is usually the applicant for insurance, it 
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would then follow that insurable interest 
usually has no application in life insur- 
ance. Patterson does not discuss the rela- 
tion between insurable interest (or the 
lack thereof) and the contestability clause 
at this point; but some notions of public 
policy have been applied here to justify 
an impairment of the sanctity of the in- 
surance contract when insurable interest 
was found lacking, the cestui que vie had 
not obtained coverage himself, and the 
contestability period had run. 


The initial chapter heading of the first 
book is retained except that “Govern- 
mental” replaces “State” in “State Control 
of the Insurance Business.” This reflects 
the court’s disapproval in United States v. 
South-Eastern Underwriters Ass'n (p. 5) 
in 1944 of some of the reasoning in Paul 
v. Virginia in 1869 (the author says 1868), 
as well as other developments since that 
time. The author rather briefly reviews 
the contrasting theories of state and Fed- 
eral supervision. After all, these should be 
well known to most at this time, and, 
furthermore, history will be written in this 
area for some years to come. Today, in- 
surance in the United States remains 
essentially state law despite anxious con- 
trary pronouncements and considerable 
erosion of the state law citadels. Rules 
governing conflicts of laws cases are given 
accurate summarization in the new edi- 
tion (pages 52-58). A short discussion of 
the effect of Erie Railroad Co. v. Tomp- 
kins is included in the first chapter. This 
case, handed down after the appearance 
of the first edition, assures that state law, 
rather than “federal common law,” will 
apply in diversity of citizenship cases 
heard in Federal courts. It has been 
responsible for many additional interpre- 
tations of state law. Non-law trained per- 
sons should find Patterson’s treatment 
noteworthy. 

The succeeding chapters are quite sim- 
ilar in content and scope to the earlier 
work, except for more documentation and, 
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in general, a more extensive treatment. 
This does not imply that the treatment is 
longer. In fact, the discussion of “war- 
ranties and conditions affecting the risk” 
seems more complete even though it is 
reduced to a single chapter. Patterson, of 
course, has made some well known con- 
tributions to American law in the area of 
warranties and representations. For both 
the attorney and the non-law trained, 
chapters 7 through 9 are likely to be 
among the most revealing. Many persons 
(especially some practicing New York at- 
torneys) may still dislike the warranty 
conception found in Section 150 of New 
York Law. Patterson, draftsman of the 
statute, had presented his warranty con- 
ception earlier (see footnote p. 275). The 
applicable section of the New York Law 
reads: 


Warranty defined; effect of breach. The 
term “warranty” as used in this section, 
means any provision of an insurance con- 
tract which has the effect of requiring, as 
a condition of the taking effect of such 
contract or as a condition precedent of the 
insurer’s liability thereunder, the existence 
of a fact which tends to diminish, or the 
non-existence of a fact which tends to in- 
crease, the risk of the occurrence of any 
loss, damage or injury within the coverage 
of the contract. The term ‘occurrence of 
loss, damage or injury’ shall be deemed to 
include the occurrence of death, disability, 
injury, or any other contingency insured 
against, and the term ‘risk’ shall be 
deemed to include both physical and moral 
hazards. 


This workable concept is a departure from 
the traditional view that regards a war- 
ranty as a promise or a statement of fact 
that something shall be done or shall not 
be done or that certain conditions shall 
exist or shall not exist during the policy 
period, usually coupled with the intent of 
the parties to regard the statement or 
promise as a warranty, even though it is 
not actually material. It can be argued 
that Patterson’s pragmatic legal philoso- 
phy manifests itself both here and later 
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in his discussion of why a warranty creates 
a condition of the insurer’s promise when 
he says “The reason why an agreement or 
clause purporting to impose some require- 
ment on the insured is nearly always con- 
strued to create a condition of the in- 
surer’s promise is that, with the minor ex- 
ception of reduction-of-recovery or sim- 
ilar contractual clauses, there is no other 
legal device to make the requirement 
effective” (p. 278, italics mine). 
Patterson and John Dewey were close 
colleagues for many years. Patterson con- 
stantly searches for the legal norm and 
seems to believe that the law and the in- 
quiry thereof should enable us to be able 
to handle the problems that arise. Judicial 
decisions are outgrowths of conflicts, but 
a resolution of conflicting viewpoints does 
not necessitate a blind guess at the end. 
The conflicting viewpoints represent “in- 
compatible values;” but, as he says else- 
where, “the judicial process must keep on 
trying to reason without passion, even 
though . . . it will never quite make it.” 


In covering a wide area as Patterson 
does, one is impelled through judicious 
application to forego some considerations. 
In his discussion of murder of insured 
by beneficiary, this “knotty problem” is 
raised: “What shall the court do when 
the murdering beneficiary is also an heir 
of the cestui que vie and hence will in- 
herit the proceeds if they go to the latter’s 
estate?” In some instances, the insurer is 
absolved of all liability, or a trust can be 
imposed in favor of more remote heirs so 
that the murderous beneficiary does not 
benefit. However, the insurer should not 
profit either. Many states deny a right 
to insurance proceeds to any person con- 
victed of murder. In an interesting 1956 
Florida Supreme Court case, Carter v. 
Carter, not discussed in the book, the 
court denied the motion of a murderous 
widow claimant for a ruling that she was 
entitled to the life insurance proceeds and 
directed payment of proceeds to a con- 


tingent beneficiary named in the policy, 
provided he proved by a preponderance 
of evidence that she (the widow) had 
unlawfully and intentionally killed her 
husband. She had been criminally ac- 
quitted earlier. There was thus no con- 
viction here and the court directed that 
the proceeds could go to the surviving 
beneficiary (contingent) as named in the 
policy rather than to the estate. It is sel- 
dom that a court meets this issue so 
clearly. 

Only a few of the “usual” inconsisten- 
cies one expects in a work of this kind can 
be found. There is an incorrect citation to 
an 1800 case (footnote 73, page 95) which 
should be 1900; usually either the state or 
regional citation is given, rarely both; one 
can find occasional retention of entire 
passages from the earlier work without 
some obvious change having been made 
such as reference to cases of 1929 and 
1930 as recent decisions. Sometimes in 
law a case only 30 years old may be the 
latest one, but hardly “recent.” Such minor 
remarks cannot detract from the excel- 
lence of this book. Patterson’s Essentials 
of Insurance Law remains the most out- 
standing one-volume treatment of insur- 
ance law that has yet appeared. Any fu- 
ture work in this field has to be based in 
large part on the trail blazed by Patter- 
son. Indeed, his influence on insurance 
law in the United States will be felt for 
generations to come, and this lengthy 
“summary” or “outline” is one more sig- 
nificant contribution by one of the most 
productive legal writers of his time. 


DEVELOPMENT OF COMPREHEN.- 
SIVE INSURANCE FOR THE HOUSE- 
HOLD. By John Eugene Pierce. Richard 
D. Irwin, Inc., Homewood, Illinois, 1958. 
435 pages. 


Reviewer: Laurence J. Ackerman, Dean, 
College of Business Administration, Uni- 
versity of Connecticut. 
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This is an interesting historical and ana- 
lytical study. It is the outgrowth of a 
doctoral dissertation submitted to the 
Graduate School of the University of 
Pennsylvania. 

In the introduction to the book, the 
author sets the frame of reference for his 
research. First, he defines “comprehensive 
insurance.” It is “a property or liability 
policy which covers inseparably the prin- 
cipal hazards affecting a given area of 
exposure, omitting or excluding relatively 
few, and approaching completeness with 
respect to that area.” “The expression is 
usually reserved for the kind of policy 
which employs a single insuring clause to 
assume all hazards except those specifi- 
cally excluded, but it may be applied also 
to a policy which covers a wide variety 
of listed hazards as a unit.” 


The boundaries of the investigations 
are: (1) the householder and his legal and 
equitable rights; (2) for each period 
under scrutiny only the broadest policies, 
and there as they define the pattern of 
evolution; (3) policy provisions only as 
they portray an evolving coverage; (4) 
major emphasis on the changes in cover- 
age, as a method of exposing evolution 
and development. Such a project is a 
great enough challenge. But some fascin- 
ating and important facets of the story 
have been excluded. Most important is 
the rating process and its evolution. Also 
omitted is the war of company internal 
adjustments as fire, marine, and casualty 
coverages merged in the ultimate contract. 
Missing is the exciting intra-industry 
struggle among factions of the so-called 
“bureau” companies, and between this 
group as a whole and the independents. 
Little attention is given to the excessive 
and rosv optimism of the companies on 
the profitability of some of these lines and 
the unsuspecting ogres who splashed red 
ink over the experience reports. 

The absence of these parts of the his- 
tory does not impair the value of this 


book. One of the tragedies in the insur- 
ance business has been the failure of the 
industry to record its evolution. As a re- 
sult, students of the business have diffi- 
culty even in tracing the historical de- 
velopment of recent coverages. This book 
captures permanently in print an impor- 
tant development in the property-liability 
insurance business—the trend toward 
comprehensiveness of coverage. For this 
contribution alone, the author deserves 
praise. But there is an added bonus in 
some excellent and brilliant efforts at syn- 
thesis and the development of a theo- 
retical framework to explain the move- 
ment toward comprehensive coverage. 

The body of the book commences with 
a description of principles underlying the 
integration of coverage. There is a section 
dealing with the methods by which in- 
tegration takes place which deserves care- 
ful study and reflection. It is an original 
and effective outline of the basic forces 
which join together to produce the ulti- 
mate contract. 

Following the initial inquiry, the au- 
thor gets to “nuts and bolts” of the various 
coverages. These are: the personal prop- 
erty floater; the comprehensive personal 
liability contract; automobile physical 
damage; the combination automobile 
policy; extended coverage and the dwell- 
ing form; and homeowners’ policies. At 
the end of each section is a cleverly con- 
trived chart which sets forth graphically 
the process of development. The book 
ends with an examination of the “why” 
of coverage integration and an exposition 
of the techniques of coverage integration. 

The book is such a superb contribution 
to the literature on property insurance 
that minor criticisms are perhaps ill de- 
served. But since the reviewer is an ad- 
vance scout for other readers, a few com- 
ments might be offered. 

The doctoral origins of this book are 
easy to spot. The style is ponderous, seri- 
ous, and occasionally obscure. This is no 
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book for the porch hammock or the living 
room couch. 

The author seems to imply that public 
awareness of various hazards triggered 
the demand for insurance coverage. 
Whether the public wanted the coverage, 
or the insurance industry thought the pub- 
lic needed the coverage, is a subject for 
an all-night debate. The lack of organized 
market research in the property insurance 
business beclouds the reasons for the birth 
of the new coverages. 

There is occasional loose language. For 
example: “The homeowner's policy and 
the comprehensive dwelling policy are 
being sold quite successfully.” Is the au- 
thor referring to the premium volume or 
the loss ratios? He is correct in the former 
connotation. But, oh, those loss ratios! 

These minor criticisms do not hide the 
tremendous value of the book. It is a 
landmark in a phase of writing about in- 
surance which has been neglected—the 
historical portrait. 


INLAND MARINE AND TRANSPOR- 
TATION INSURANCE. 2nd edition. By 
William H. Rodda. Prentice-Hall, Inc., 
Englewood Cliffs, New Jersey, 1958. 594 
pages. $8.00. 


Reviewer: Harry J. Solberg, Assistant Pro- 
fessor of Business Administration, Univer- 
sity of California. 

This is the second edition of a previ- 
ously well received book dealing exclu- 
sively with one “line” of insurance—inland 
marine. The seven subdivisions of the 
book contain a total of twenty-two chap- 
ters. Part 1, entitled “Development of 
Inland Marine Insurance,” places this 
line in excellent historical perspective 
by clearly showing the evolution of inland 
marine insurance from ocean marine and 
fire and casualty insurance. The effects of 
insurers’ experience with the older lines 
on the more recently developed inland 
marine line are identified, as are the mani- 


festations of the older coverages which 
yet remain in the newer line. 

A sound foundation on which to build 
a treatment of inland marine in toto is 
completed by a description of the World 
War I and post World War I circum- 
stances that gave impetus to the develop- 
ment of land transportation insurance and 
its allied coverages. Along with this de- 
scription the difficulties of the insurance 
business in establishing a satisfactory 
competitive relationship between inland 
marine and the property-liability under- 
writers are treated. Included therein is a 
consideration of the evolution of the so- 
called “Nation-Wide Definition” and its 
successor. The chapter dealing with this 
latter phase of inland marine’s develop- 
ment, although quite satisfactory other- 
wise, has the unfortunate heading “Prin- 
ciples of Inland Marine Protection.” Al- 
though it may be possible to construe the 
underwriting constraints effected by the 
Nation-Wide Definition as principles, this 
requires quite some strain of reasoning. 
No true principles are announced. 

In Part 2, “Nature of Inland Marine 
Protection,” Rodda considers the funda- 
mentals of inland marine contracts, in- 
cluding clauses and provisions of general 
application in such contracts. Associated 
with this is a quite concise and helpful 
explanation of “all risks” protection. 

The heart of the book is set forth in 
Parts 3 through 6 which deal with the 
wide variety of inland marine policies 
now available. Reader orientation is 
greatly aided by the “part” organization 
which views inland marine policies as 
being fundamentally of four types: trans- 
portation policies, business coverages 
other than transportation policies, bailee 
and bailees’ customers coverages, and per- 
sonal coverages. The explanations of the 
various policies and groups of policies are 
prefaced by appropriate introductions 
ranging from an entire chapter on com- 
mon carrier liability, which appears be- 
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fore the explanation of the various trans- 
portation policies, to brief paragraphs 
which appear prior to the explanations of 
many of the individual policies. These 
introductions allow the reader to view 
the coverages against the background of 
the practical needs which the coverages 
satisfy and of the insurance business as 
it may otherwise relate to these needs. 
The explanations of coverages are concise 
and are adequate for general understand- 
ing. Underwriting and rating aspects of 
the coverages are noted in varying degrees 
of detail. 

The final section or part of the book 
deals with general problems of the inland 
marine line, which, in the author's view, 
consist of reinsurance, loss adjustment, 
and governmental regulation. Underwrit- 
ing is ignored as a general problem, al- 
though its mention as an adjunct to the 
explanations of each of the individual 
coverages does not seem fully adequate. 
The treatment of governmental regulation 
focuses almost entirely on rate regulation 
—the author in this way giving attention 
to the general problem of rate making. 


’ Mr. Rodda’s style is acceptable and 
lends itself to clarity. His long associa- 
tion with inland marine insurance gives 
him a familiarity. with his subject that 
makes some sections of the book very 
valuable. The most pleasing section is the 
discerning exposition of the development 
of this line of insurance and of its chang- 
ing relationship to other segments of the 
insurance business — creating what has 
here been termed excellent “historical per- 
spective.” Paradoxically, however, lack of 
perspective is the major fault in the work. 
Current perspective is partially lost be- 
cause the purview of the book is limited 
to inland marine insurance. An entire 
chapter is devoted to the personal prop- 
erty floater, but the multiple line package 
policies which include personal property 
floater type coverages are scarcely men- 
tioned in passing. No multiple line pack- 


age policies are analyzed. And this is 
despite the statement of the publisher ap- 
pearing on the book’s jacket proclaiming 
that the book features “. . . a complete 
description of the new ‘package’ types of 
insurance.” Mr. Rodda fortunately found 
it possible to delve into ocean marine, 
fire, and casualty insurance to determine 
from whence his subject came. But classi- 
fication barriers somehow prevented him 
from treating multiple line coverages, 
which are very closely <elated to his sub- 
ject and to a large extent developed there- 
from. In this instance, at least, there is 
some small tragedy in tinding a good work 
on a single line of insurance in today’s 
multiple line environment. 


ALTERNATIVE APPROACHES TO 
SUPPLEMENTAL UNEMPLOYMENT 
BENEFITS. By Michael T. Wermel. 
California Institute of Technology, Pasa- 
dena, California, 1958. 30 pages. 


Reviewer: Robert B. Beasley, Chief of 
Reports and Analysis, Florida Industrial 
Commission. 

The author describes supplemental un- 
employment benefit plans with the em- 
phasis on the “pattern setting” Ford-Gen- 
eral Motors type of plan. The attitude of 
labor and management toward such plans 
is reviewed and possible alternative plans 
and alternatives to the integration of SUB 
plans with state unemployment insur- 
ance system are discussed. 

The Ford-General Motors plans for sup- 
plemental unemployment benefits do not 


. provide for guaranteed annual wages but 


provide for unemployed benefits for lim- 
ited periods of unemployment. These 
plans provide for the establishment of a 
trust fund by the companies from which 
supplemental unemployment benefits are 
paid to their workers who are unem- 
ployed. The trust fund is built up by the 
companies on the basis of a contribution 
for each hour of work. The unemployed 
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worker eligible for SUB receives the dif- 
ference between his state unemployment 
benefits and 60 or 65 per cent of his full- 
time weekly take-home pay. The duration 
and amount of SUB received by an un- 
employed worker are contingent upon the 
position of the trust fund, the length of 
employment, and wages paid. 

The institution of SUB plans is viewed 
by labor as a step toward its objective of 
guaranteed annual wages. Union officials 
also believe that SUB plans will be helpful 
in securing increased benefits under state 
unemployment insurance systems. Some 
objections to the plans are found among 
unions due to their inflexibility, lack of 
vesting, and eligibility requirements. 
Workers with high seniority are less likely 
to obtain supplementary unemployment 
benefits than workers with low seniority 
as the latter are more apt to be laid off. 
On the other hand, some workers with 
little seniority, less than a year in the case 
of the Ford-General Motors plans, are not 
entitled to any benefits when laid off. 

One type of alternative which meets the 
vesting criticism is the “security benefit 
plan.” This plan provides for the estab- 
lishment by company contributions of in- 
dividual benefit accounts for all regular 
employees. The employee can draw on 
his individual account when he is laid off 
or when he is not working because of 
illness or injury. If the worker’s employ- 
ment is terminated for any reason, he or 
his estate receive the full amount in his 
account. (This is actually more of an 
alternative type type of SUB rather than 
an alternative to SUB.) 

Other alternatives described are thrift 
plans, profit sharing plans, stock purchase 
plans, and pay advance plans. The thrift 
plans are designed to encourage em- 
ployees to invest a part of their earnings 
in a savings fund. The company matches 
all, or a part, of these savings. Such plans 
could be designed to permit withdrawals 
during periods of unemployment. Some 
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profit sharing plans now provide for loan 
and withdrawal privileges to meet finan- 
cial emergencies arising from temporary 
lay off. The stock purchase plan is sim- 
ilar to the thrift plan with the employee 
and company contributions invested in 
the company’s stock. The pay advance 
plans make provision for laid-off workers 
to borrow against future earnings. 


The attitude of management in com- 
panies other than those companies negoti- 
ating supplemental unemployment benefit 
plans appears to be generally opposed to 
SUB and, in particular, to the integration 
of such plans with state unemployment in- 
surance systems. The primary objections 
raised are: (1) SUB will restrict labor mo- 
bility, (2) restriction of labor mobility 
will increase costs of the state unemploy- 
ment insurance programs, (3) it will split 
employer interest in state systems and 
lead to undesirable increases in benefits 
provided by these systems, and (4) some 
companies that are not meeting their costs 
to the state unemployment insurance sys- 
tems will be led to adopt SUB plans. 


The possible use of self-insurance as a 
means of avoiding the integration of SUB 
plans with state systems is discussed. 
Under self-insurance the firm desiring to 
pay higher benefits than provided by state 
law would finance all benefits paid its 
workers. However, a minimum contribu- 
tion to the state system would be neces- 
sary because of the need to spread among 
all employers the costs of benefits not 
directly borne by employers under pres- 
ent experience rating systems due to the 
limitation inherent in the maximum con- 
tribution rate and the noncharging of 
benefits. The possibility of self-insurers 
obtaining private insurance coverage for 
their risk is also discussed. The self- 
insurance approach would require the 
amending of the state and Federal laws 
and presents a number of technical prob- 
lems. A major problem would be the 
probability of the withdrawal of the best 
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risks from the state systems, which would 
force an increase in the contribution rates 
of those concerns left in the state systems. 

This publication provides a good, con- 
cise review of the nature of supplemental 


unemployment benefit plans and of pos- 
sible alternatives. Various problems raised 
by these plans and possible alternatives 
are touched on briefly as a good bird’s-eye 
view of the problems is provided. 
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AAUTI SUMMARIES OF STUDIES AND RESEARCH 
IN INSURANCE 


Rauch, Raymond C. (1958) 
Trends and Problems 


AN ANALYSIS OF THE PROBLEM OF THE UNINSURED MOTORIST IN 
OREGON. By Raymond C. Rauch. Unpublished M.B.A. thesis, University of 
Oregon, 1958. 104 pages. 


Purposes: The passage of legislation in all states with respect to uncompensated 
victims of uninsured motorists is evidence of a social problem in the United States. 
The studies which have been made in this field usually assume, without concrete 
evidence, that a serious social problem exists. As a consequence of these assumptions, 
the studies do not make a complete analysis of the data underlying the problem. The 
problem itself needs to be defined in scope and depth before any practical solution 
can be reached. 

The purpose of this paper is to make an analysis of the extent and severity of 
damage caused in accidents involving uninsured motorists in Oregon. A secondary ob- 
jective is to discuss what appears to be a productive approach to a solution of the 
problem of the financially irresponsible motorist. Data on the amount of economic 
loss were available for a one year period only. This thesis describes various methods 
used in the United States and Canada that attempt to solve the problem, but it does 
not attempt to evaluate in detail the success of these methods. 

Materials and Methods: The method used in this thesis was basically empirical. 
Data were compiled from the records of the Department of Motor Vehicles, Salem, 
Oregon. The main conclusions were drawn from the analysis of these data. 

Facts Presented: The following data are presented in this paper: (1) Number of 
uninsured motorists involved in accidents for the years 1952 to 1957; (2) Number of 
uninsured motorists who did not comply with the security requirements of the financial 
responsibility law and had their driving privileges suspended or revoked; (3) An 
analysis of 1130 cases to determine why no action was taken by the uninsured motorist 
to comply with law; (4) Amount of economic loss involving the uninsured motorist who 
does not comply with the requirements of financial responsibility law; and (5) Experience 
of certain plans designed to solve the problem of the uncompensated victim of the 
uninsured motorist. 

Conclusions: (1) The problem of the uninsured motorist who is not financially 
responsible seems to be comparatively small in Oregon; (2) It appears that at least 
97 per cent of Oregon motorists were financially responsible for their accidents in 
1957. Three per cent, or less, were not financially responsible. An unknown part of 
this three per cent were actually not legally liable for the damages incurred; (3) An 
analysis of the 1130 cases revealed that the amount of economic loss from automobile 
accidents involving uninsured motorists in Oregon from September 1, 1957 to August 
31, 1958 was $287,992. Non-resident motorists were involved in accidents accounting 
for 21 per cent of this amount; (4) It appears that 22 per cent of the claims involving 
uninsured motorists are for personal injuries and that 78 per cent are for property 
damage. On the basis of size, the cases studied revealed that 89 per cent of the losses 
were less than $500. Adequate protection is available to Oregon residents for covering 
the property damage loss through collision insurance. The uninsured motorists endorse- 
ment is available for protection against bodily injury damage caused by the unin- 
sured motorist; (5) While an analysis should be made covering data for a longer 
period of time before any definite conclusions can be reached as to a sound universal 
solution, it seems that the financial responsibility law is quite effective in Oregon. This 
thesis suggests certain changes in Oregon’s law. However, before any major change 
is made in present legislation to alleviate the problem of the financially irresponsible 
motorist, additional study should be undertaken. 
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Smith, Richard S. (1957) 
Plans for Meeting Risk Problems 


REHABILITATION—A NEW CONCEPT OF WORKMEN’S COMPENSA- 
TION. By Richard S. Smith. Unpublished M.A. thesis, Boston University, 1957. 
142 pages. 


Purpose: To investigate the effect of rehabilitation programs on workmen’s com- 
pensation costs. 

Materials and Methods: Personal interviews with insurance company executives, 
rehabilitation nurses, managers of rehabilitation centers; actual insurance claim files, 
Federal Government releases, pamphlets, periodicals, medical journals, texts, and arti- 
cles on workmen’s compensation insurance and rehabilitation; and personal visits to 
insurance companies’ rehabilitation centers. 

Facts Presented: Comparison of cost of severe Workmen’s Compensation accidents 
between victims who were rehabilitated and those who were not. Actual examples show 
that an immediate expenditure by insurers to rehabilitate seriously injured workers 
actually costs less than similar accident cases where the employee was not given the 
rehabilitation program. It was also proved that everyone profits from the rehabilita- 
tion program—society, insurers, employers, and, especially, the injured employees who 
return to society and their families as gainfully employed workers and citizens who 
are not a financial drain on anyone. 

Conclusions and Recommendations: Tremendous monetary savings are afforded 
insurers, employers and social and welfare organizations through the rehabilitation of 
the severely injured industrial workers. It is recommended that more insurance com- 
panies either maintain their own rehabilitation centers or make better use of local, 
state, and Federal rehabilitation facilities for the mutual benefit of all. 
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Strain, Robert W. (1955) 
History 


LIFE WITH THE LINCOLN, A HISTORY OF THE LINCOLN NATIONAL 
LIFE INSURANCE COMPANY (1905-1955). By Robert W. Strain. The Lin- 
coln National Life Insurance Company, Fort Wayne, Indiana, 1955. 242 pages. 


Purpose: This book is designed to relate the origin and development of The 
Lincoln National Life Insurance Company from its beginning in 1905 to the achieve- 
ment of its Golden Anniversary. Begun at the request of the company, the work 
portrays the stages of development through which the organization has passed in be- 
coming in 1955 the ninth largest life insurer in the United States and the largest life 
reinsurer in the world. 

Materials and Methods: The study was accomplished through a review of all 
pertinent documents available through the company and outside sources as well as 
through interviews with persons involved in the development of the firm. 

Facts Presented: The book is illustrated and is divided into five sections: The 
Background, The Leaders, The Business, The Company, and The Conclusions. In the 
background section are found, among others, the following topics: conditions leading 
to the firm’s formation, some of the problems incurred in selling stock to the original in- 
vestors, how the first policies were placed, selection of the first president, and diffi- 
culties of conducting business as a young cor:pany. In the second part, devoted to 
company leaders, the reader is given a picture of the three men whose contributions 
were most significant in the corporation’s first fifty years: Arthur F. Hall, Franklin B. 
Mead, and Alva J. McAndless. Included under the third topic devoted to the business 
itself are these: management characteristics of the company, the strategic role of the 
agency force, growth of the firm through purchase of other life insurance companies, 
entry into and development of substandard life insurance and life reinsurance. The 
fourth section treats the home office facilities and The Lincoln Foundation. In the 
final division of the book, the author presents what appear to him to be “the sug- 
gested causes for The Lincoln’s position today’—(1) management philosophy: un- 
charted areas of new insurance developments have been entered readily (The Lincoln 
was the third company to offer disability insurance, was a pioneer in the juvenile in- 
surance field, and established the first office administration department for purposes 
of analyzing home office operating costs—which department led to the formation of 
the Life Office Management Association); (2) substandard life insurance (The Lincoln 
was one of the first substandard writers and aggressively developed this phase of the 
business); (3) reinsurance (presently the largest life reinsurer, The Lincoln has com- 
bined indemnity reinsurance with substandard insurance to serve hundreds of life 
insurance company clients; in addition, reinsurance en bloc has been a sizeable 
source of its growth through purchase of other companies or portions of their business) ; 
(4) laymen underwriters (since 1919, the bulk of underwriting not involving unusual 
medical problems has been done by personnel not medically trained, which reduced 
its costs); and (5) rigid hiring standards. 
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Educational and Risk Management Organizations 


AMERICAN COLLEGE OF LIFE UNDERWRITERS Hensert C. GraEBNER, Dean, 3924 
Walnut Street, Philadelphia 4, Pennsylvania. 


Annual Meeting: The meeting of the College’s Board of Trustees was held in Dallas on 
September 9, 1958. 
Publications: C.L.U. Study Guides. 4 parts. $4.00 each. 

Teachers Manuals, 4 parts. Available to teachers of the respective parts with- 
out charge. 

Practice of Life Underwriting by Harold W. Gardiner. A text and case book. 
$4.50. 

Chartered Life Underwriter Questions and Answers. Published in the Spring 
with questions for the examinations given the previous June and answers. 
$1.50. 

Management Education Program, Study Guides. For Management Education 
Examinations, Two parts. $4.00 each. 

Teachers Manuals. 2 parts. Available to instructors. $4.00. 


THE AMERICAN INSTITUTE FOR PROPERTY AND LIABILITY UNDERWRITERS, INC. 
Dr. Harry J. Loman, Dean, 3924 Walnut Street, Philadelphia 4, Pennsylvania. 
National Conferment of C.P.C.U. Designations: The Conferment was held on October 2, 1958 

in New Orleans. 
Publications: Announcement. Revised annually. Free. 
Questions and Composite Answers. Published annually to cover the material 
on the five C.P.C.U. examinations. $1.50 per set. 
Topical Outlines. Guides to the study of material covered on the five 


examinations. Revised annually. 25 cents per part. 
Guide Book for C.P.C.U. Study. $1.00 per copy. 


AMERICAN MANAGEMENT ASSOCIATION E. Garrett BEwKEs, JR., Insurance 
Division Manager, 1515 Broadway, New York 36, New York. 
Insurance Conferences: March 9-11, 1959. LaSalle Hotel, Chicago. May 6-8, 1959. Hotel 


Statler, New York. 
Publication: Current Trends in Corporate Insurance. AMA Management Report No. 7. $3.00. 


AMERICAN SOCIETY OF CHARTERED LIFE UNDERWRITERS Mn. Paur S. Mus. 
Managing Director, 3924 Walnut Street, Philadelphia 4, Pennsylvania. 
Annual Meeting: The Board of Directors meeting was held September 6-8, 1958, in Dallas, 


Texas. 
Publications: The C.L.U. Journal. A quarterly publication. $5.00 per year. $1.50 single 


copy. 
Query. A monthly mailing piece for members of the Society. 


AMERICAN SOCIETY OF INSURANCE MANAGEMENT, INC. Mr. Peter A. Burke, 
Managing Director, 8 West 40th Street, New York 18, New York. 


Annual Meeting: The meeting was held in November in Chicago, Illinois. 

Publication: National Insurance Buyer. A bi-monthly publication. $5.00 per year. 

Note: The Society has granted a number of honorary memberships to insurance educators 
in this country. It is also working with these and other teachers to encourage the de- 
velopment of risk management courses in colleges and universities. 
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ASSOCIATION OF SUPERINTENDENTS OF INSURANCE OF THE PROVINCES OF 
CANADA Mk. Roy B. WurreHeap, Superintendent of Insurance of Ontario, 
145 Queen Street West, Toronto 1, Ontario, Canada. 

Annual Meeting: September 14, 1959. Algonquin Hotel, St. Andrews, New Brunswick. 
Publication: Proceedings. Including conference reports, discussions, and resolutions. $5 per 
copy. 


CHAMBER OF COMMERCE OF THE UNITED STATES Mn. A. L. Krrxparricx, Man- 
ager, Insurance Department, 1615 H Street, N.W., Washington 6, D.C. 


Annual Meetings: Chamber of Commerce: April 27-29, 1959. Insurance Committee: Janu- 
ary 28-29, 1959. 
Publications: Look Forward to Your Retirement. $.05 each. 
Analysis of Workmen’s Compensation Laws. $1.00 each. 
Major Medical Expense Insurance. $.25 each. 


THE CHARTERED INSURANCE INSTITUTE Mr. H. A. L. Cockerett, Secretary, The 
Hall, 20 Aldermanbury, London, E.C.2, England. 
Annual Conference: The conference was held on September 17-19, 1958 in Dublin, Ireland. 


Publications: Sixty Years of the Chartered Insurance Institute. H. A. L. Cockerell. 
The Chartered Insurance institute Yearbook 1957-58. A formal account of 
the Institute’s work, its officers and committees. 
Spanish for Insurance Officials, A. C. S. Brown, and W. A. Dinsdale. 
The Journal of the Chartered Insurance Institute 1958. Volume 55. 
Insurance—A Career for Girls. A careers pamphlet. 1958. Free. 


CONFERENCE OF ACTUARIES IN PUBLIC PRACTICE Mr. Epwarp D. Brown, Jr., 
Secretary, One N. La Salle Street, Room 701, Chicago 2, Illinois. 
Annual Meeting: The meeting was held in October, 1958, in Chicago, Illinois. 
Publication: The Proceedings. Contains the current list of members, officers, and directors, 
minutes of the current annual meeting, bylaws, papers, and discussions of 
the annual meeting. 


THE CHARLES W. GRIFFITH MEMORIAL FOUNDATION FOR INSURANCE EDUCATION 
Dr. Joun S. Bicxtey, Executive Secretary, The Ohio State University, Colum- 
bus 10, Ohio. 


Annval Meeting: January 22, 1959. The Ohio State University. 


THE S. S. HUEBNER FOUNDATION FOR INSURANCE EDUCATION Dr. Dan M. 
McGu1, Executive Director, 3620 Locust Street, Philadelphia 4, Pennsylvania. 
Annual Meeting: December, 1958. Waldorf-Astoria Hotel, New York City. 

Publications: Life Insurance Sales Management. Dan M. McGill, Editor. $5.00. 
Group Disability Insurance. Jesse F. Pickrell. Richard D. Irwin, Inc. $5.00. 
The Development of Comprehensive Insurance for the Household. Eugene 
Pierce. Richard D. Irwin, Inc. $6.25. 


INSURANCE COMPANY AND BANK PURCHASING AGENTS’ ASSOCIATION Mr. 
Witton M. Hoas, President, c/o New England Mutual Life Insurance Com- 
pany, 501 Boylston Street, Boston 17, Massachusetts. 


Annual Meeting: June, 1959. Sturbridge, Massachusetts. 
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INSURANCE COMPANY EDUCATION DIRECTORS’ SOCIETY Mr. Louis Kortum, 
President, 2/o American Surety Company, 100 Broadway, New York 5, New 
York. 


Annual Meeting: May 12-15, 1959. Skytop, Pennsylvania. 

Publication: Education Exchange. A bi-monthly publication serving members as an informal 
clearing house on insurance education, training and related matters, with 
special emphasis in the property-liability insurance fields. Mr. Davis T. 
Ratcliffe, Editor. 

Note: Members of AAUTI are invited to join the Society as Associate Members. 


THE INSURANCE HALL OF FAME Dr. Joun S. Bicktey, Executive Secretary, The 
Ohio State University, Columbus 10, Ohio. 


Induction Ceremony: March 13, 1959. The Ohio State University. Columbus, Ohio. 


INSURANCE INSTITUTE OF AMERICA Dr. Harry J. Loman, Executive Vice Presi- 
dent, 3924 Walnut Street, Philadelphia 4, Pennsylvania. 


Annual Meeting: The meeting was held in November, 1958 in New York City. 
Publications: Announcement. Revised anaually. Free. 
Topical Outlines. Guides to the study of material covered on the three exami- 
nations. Revised annually. 25 cents per part. 


THE INSURANCE INSTITUTE OF CANADA Mzb. R. Leopotp Jones, Honorary Secre- 
tary-Treasurer, 86 Adelaide Street East, Toronto, Canada. 


Annual Meeting: This meeting was held in September, 1958 at the Insurance Institute in 
Montreal. 
Publications: Correspondence Courses in conjunction with the Extension Department of the 
University of Toronto. 
Syllabus and Tuition Guide. 
Annual Report, 1956-57. 


INSURANCE SOCIETY OF NEW YORK, INC.—THE SCHOOL OF INSURANCE Mn. 
Arruur C. Goer.icu, President, 225 Broadway, New York 7, New York. 


Annual Meeting: June, 1959. New York City. 

Publication: The News Letter. For members. Not published during the past year. 

Note: The Library of the Society is open to members of AAUTI for research without 
charge. Materials, however, are loaned only to members of the Society and to students 
currently enrolled in The School of Insurance. 


THE JAMES S. KEMPER FOUNDATION Mr. Hmam L. KeEnnicotr, Executive 
Director, Mutual Insurance Building, Chicago 40, Illinois. 


Annual Meeting: The meeting was held in November in Chicago, Illinois. 

Note: In addition to programs of scholarships and fellowships, The Foundation has insti- 
tuted the John M. Breen Fellowship for graduate work, in preparation for teaching— 
particularly insurance. The candidates chosen for this Fellowship may attend the institu- 
tions of their choice. 


LIFE UNDERWRITER TRAINING COUNCIL Mr. Loran E. Powe, Managing Di- 
rector, 1118—22nd Street, N.W., Washington 7, D.C. 


Note: Members of AAUTI are cordially invited to attend these meetings in future years and 
local LUTC classes from time to time. Arrangements for sitting in on local classes may 
be made with the instructor. His name can be obtained from the local life underwriters’ 

association. 
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Publications: Course Announcement. 1958. Free. 

Educational and Training Opportunities for the Life Underwriter. A review of 
campus training schools, the LUTC, and C.L.U. work. Available throwzh 
the Life Insurance Agency Management — 855 Asylum Avenue, 
Hartford, Connecticut. 25 cents. 


NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS Mr. L. 
LACK, Executive Secretary, 160 North La Salle Street, Chicago 1, Illinois. 


Regular Meeting: December 15-19, 1958, Roosevelt Hotel, New Orleans, Louisiana. 
Annval Meeting: June 8-12, 1959, Statler Hotel, Boston, Massachusetts. 
Publications: Proceedings. Volume I is published following the Regular Meeting in December 
of each year, and Volume II is published following the Annual Meeting in 
June of each year. 
Manual of Association Examination Practice and Procedure. $2.00 a copy. 
Instructions for Uniform Classifications of Expenses of Fire-Marine-Casualty- 
Surety Insurers. $2.00 per copy. 


THE SELF-INSURERS ASSOCIATION Mn. James J. Recan, Secretary, 165 Broadway, 
New York 6, New York. 


Annual Meeting: December 4, 1958, New York City. 
Publications: Periodic bulletins to members. 


SOCIETY OF ACTUARIES Mr. ArtrHur A. McKinnie, Executive Secretary, 208 
South LaSalle Street, Chicago 4, Illinois. 


Annual Meeting: The meeting was held in October in Cincinnati, Ohio. 
Publication: Selection of Risks, by Shepherd and Webster. $5.00. 


THE SOCIETY OF CHARTERED PROPERTY AND CASUALTY UNDERWRITERS Mr. 
Rosert M. Morse, Executive Secretary, 3924 Walnut Street, Philadelphia 4, 


Pennsylvania. 


Annual Meeting and Seminar: The meeting was held in October in New Orleans, Louisiana. 
Publications: The Annals, January 1958. $1.50 per copy. 
Extension of Group Marketing Principles. By Richard Heins. Special reprint 
of this paper. $1.00 per copy. 50 cents per copy in quantities of ten or more. 
Nature and Significance of Insurance Principles. By Irving Pfeffer. Special 
reprint of article. $1.00 per copy. 50 cents per copy in quantities of ten or 
more. 


SPECIAL LIBRARIES ASSOCIATION Miss MimiamM Firrs, Librarian, c/o National 
Life Insurance Company, 131 State Street, Montpelier, Vermont. 


Annual Meeting: May 31-June 3, 1959. Hotel Chalfonte-Haddon Hall, Atlantic City, New 


Jersey. 
Publication: National Insurance Organizations in the United States and Canada. By Ruby 


Church Breitner. $3.50. 
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AMERICAN LIFE CONVENTION Craris Apams, Executive Vice President, 
1701 K Street, N.W., Washington 6, D.C.; or Mr. Lee N. Parker, Administra- 
tive Vice President, 230 North Michigan Avenue, Chicago 1, Illinois. 

Regional Meetings: Spring 1959. Raleigh, North Carolina; San Francisco, California; and 
Kansas City, Missouri. Medical Section meeting, June 9-11, 1959, Broadmoor, Colorado 
Springs, Colorado. 

Publications: Proceedings of the Annual Meeting. 

Proceedings of the Medical Section Meeting. 
Proceedings of the Legal Section Meeting. 


Legal Bulletin. Monthly. 
A.L.C. News Letter. Twice monthly. 


THE ASSOCIATION OF LIFE INSURANCE MEDICAL DIRECTORS Dr. Roya S. 
Scuaar, Secretary, P.O. Box 594, Newark 1, New Jersey. 
Annual Meeting: The meeting was held in October in Hartford, Connecticut. 
Publication: Transactions of The Association of Life Insurance Medical Directors of America. 


Printed for private circulation. Contain scientific papers and discussions 
presented at annual meeting. Issued in spring of year. $5.00. 


CANADIAN ASSOCIATION OF ACTUARIES Mr. G. K. Fox, Secretary, c/o Imperial 
Life Assurance Co. of Canada, 20 Victoria Street, Toronto 1, Ontario, Canada. 


Annual Meeting: May, 1959. 


FRATERNAL ACTUARIAL ASSOCIATION Mnpr. Joun Gat, Secretary, c/o Aid 
Association for Lutherans, Appleton, Wisconsin. 
Spring Meeting: June 10, 1959. Mark Hopkins Hotel, San Francisco, California. 


Publication: The Proceedings. $5.00 per copy to non-members. Complimentary copies are 
sent to university libraries. 


FRATERNAL FIELD MANAGERS’ ASSOCIATION Mr. Rosert H. Pratt, Secretary- 
Treasurer, c/o Modern Woodmen of America, Rock Island, Illinois. 


Annual Meeting: May 14, 1959. Radisson Hotel, Minneapolis, Minnesota. 


THE GENERAL AGENTS AND MANAGERS CONFERENCE Mr. Dona.p A. BAKER, 
Executive Director, 1800 H Street, N.W., Washington, D.C. 


Annual Meeting: This meeting was held in September, 1958, in Dallas, Texas. 
Publication: Mid-Year Meeting Brochure. April 1958. $.50 per copy. 


HEALTH INSURANCE ASSOCIATION OF AMERICA Mr. Rosert R. Neat, General 
Manager, 1701 K Street N.W., Washington 6, D.C. 
Annual Meeting: May 4-7, 1959. Philadelphia, Pennsylvania. 
Publications: All public communications and publications of the Association are released 


through the Health Insurance Institute. Members of AAUTI are on the 
mailing list of the Institute and will receive its publications. 


HEALTH INSURANCE INSTITUTE Mr. James R. WituiaMs, Vice President, 488 
Madison Avenue, New York 22, New York. 


Publications: A Profile of the Health Insurance Public. A nationwide study of the population 
in relation to coverage and public attitude toward health insurance. Free. 
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Increasing Protection for the American Public. Annual survey on the extent of 
voluntary health insurance coverage in the United States. Free. 
Note: The Health Insurance Institute serves as a central source of health insurance informa- 
tion for the public on behalf of insurance companies and reports public attitudes regard- 
ing this type of protection to the insurance business. 


HOME OFFICE LIFE UNDERWRITERS ASSOCIATION Mr. ArtHuR FAULKNER, Sec- 
retary, 1295 State Street, Springfield, Massachusetts. 


Annual Meeting: May 11-13, 1959. Edgewater Beach Hotel, Chicago, Illinois. 
Publication: Proceedings. 1957. Available through Mr. Arthur A. Windecker, c/o The 
Equitable Life Assurance Society, 393 Seventh Avenue, New York 1, New 


York. $5.00 per copy. 


INSTITUTE OF HOME OFFICE UNDERWRITERS Mr. J. D. Rockare.iow, Secretary- 
Treasurer, c/o Pacific Mutual Life Insurance Company, Los Angeles, Cali- 
fornia. 


Annual Meeting: November 19-21, 1958, Hollywood Beach Hotel. Hollywood, Florida. 
Publication: Proceedings. 1957. $5.00. 


INSTITUTE OF LIFE INSURANCE Mr. Hoxcar J. Jonnson, President, 488 Madisom 
Avenue, New York 22, New York. 


Annual Meeting: December 9, 1958. Waldorf-Astoria Hotel. New York City. 


Publications: 1958 Life Insurance Fact Book. Single copies free. 
Handbook of Life Insurance. By R. Wilfred Kelsey and Arthur C. Daniels. 
Second Edition. Seventh Printing. 1957. Single copies free. 
Report of the 1957 Annual Meeting. Free. 
A List of Worthwhile Life Insurance Books. 1958. Free. 
The Tally of Life Insurance Statistics. Published monthly. Free. 


INTERNATIONAL ASSOCIATION OF ACCIDENT AND HEALTH UNDERWRITERS Mr. 
Bruce Girrorp, Managing Director, 330 South Wells Street, Chicago 6, Illinois. 


Annual Convention: June 14-18, 1959. French Lick, Indiana. 
Publications: The Accident ¢ Health Underwriter. Free with membership in the Inter- 
national. $5.00 per year per single magazine subscription. 
Successful Ideas for Accident & Health Sales. Paper-bound selling portfolio 
which contains 100 ideas for successful A&H sales, $3.00 per copy. 
You As A Public Relations Expert. Paper booklet. $15.00 per hundred. Several 
copies furnished free upon request. 
A list of various tape recorded speeches is available upon request. These tapes 
are available to members for $5.00 per reel. 


LIFE INSURANCE ADVERTISERS ASSOCIATION Mr. Epwin P. Leper, c/o Bankers 
Life Company, 711 High Street, Des Moines 7, Iowa. 


Annual Meeting: The meeting was held in October, 1958 in Montreal, Canada. 
Publications: The Life Advertiser. A monthly publication. Free to all members. 
Life Insurance Advertising. This publication outlines the techniques of reach- 
ing the public through mass media. 
Life Insurance Public Relations. To be ready for distribution later in the year. 


LIFE INSURANCE AGENCY MANAGEMENT ASSOCIATION Muss Marcarer A. 
Durry, Public Relations Assistant, 855 Asylum Avenue, Hartford 5, Connec- 
ticut. 


Annual Meeting: The meeting was held in November, 1958 in Chicago, Illinois. 
Publications: Manager's Magazine and District Management. Quarterly periodicals devoted 
to agency management problems. 
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Manager’s Handbook. A monthly management service. 
Study Course in Agency Management. 
Study Course in District Management. 
Supervisors Study Course. 
Agent Development Program. 
Research Reports and Surveys. 
Field Publications. 
Catalog of Publications. A listing of the many publications of the Association 
and their prices. 
Life Insurance Newsletter. A spring and fall release to teachers in American 
colleges and universities. 
Note: Teachers of insurance are welcome to visit the Association’s Schools in Agency Man- 
agement which are conducted in the summer at various locations throughout the country. 
A listing of these schools for 1959 may be obtained from Miss Duffy. 


LIFE INSURANCE ASSOCIATION OF AMERICA Mar. Rosert B. Cranz, Secretary, 
488 Madison Avenue, New York 22, New York. 


Annval Meeting: December 10-11, 1958. Waldorf-Astoria Hotel, New York City. 
Publication: Proceedings. Report of the Annual Meeting. Available upon request. 


THE LIFE INSURANCE INSTITUTE OF CANADA Miss Jessie THomson, Secretary- 
Treasurer, 200 Bloor Street, East, Toronto 5, Ontario, Canada. 


Annual Meeting: May or June, 1959. Toronto, Ontario. 
Regional Meetings: Toronto, Ontario. Montreal, Province of Quebec. Winnipeg, Manitoba. 


London, Ontario. 
Publications: No publications are issued since this organization is affiliated with the Life 


Office Management Association in New York. 


LIFE INSURANCE MEDICAL RESEARCH FUND Dn. Francis R. Dirvame, Scientific 
Director, 345 East 46th Street, New York 17, New York. 


Publication: Annual Report. Available upon request. 


on LIFE INSURERS CONFERENCE Mr. Martin B. WittiaMs, Executive Vice President, 
618-19 Mutual Building, Richmond 19, Virginia. 


Anawal Convention: June 18-20, 1959. The Greenbrier Hotel, White Sulphur Springs, West 
Virginia. ; 
Publications: Proceedings. 1958. Available for libraries of colleges and universities without 
charge if requested prior to printing. 
Directory 1958-1959. 
Note: The Conference makes available to members of AAUTI its assistance in arranging 


visits to the home offices of member companies. 


LIFE OFFICE MANAGEMENT ASSOCIATION Mr. Roy A. MacDona.p, Managing 
Director, 110 East 42nd Street, New York 17, New York. 


Annual Conference: This meeting was held in September, 1958 in Atlantic City, New Jersey. 
Publications: Proceedings for 1929 to 1948 inclusive. $5.00. 

Proceedings for 1949 and thereafter. $8.00. 
Note: A list of other publications may be obtained by request. There is also a 20% discount 


off list price to any professor. 


THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS Mr. Lester O. ScHRIvVER, 
Managing Director, 1800 H Street, Washington 6, D.C. 


Annual Convention: This meeting was held in September, 1958 in Dallas, Texas. 
Mid-Year Meeting: March, 1959. Minneapolis, Minnesota. 
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Publications: Life Association News. A monthly magazine for association members and 
other subscribers. 
Life Notes. A monthly newsletter for subscribing affiliated local associations. 
Wheelhorse. Special fact sheet for leaders of local and state associations. 


NATIONAL FRATERNAL CONGRESS OF AMERICA Man. Foster F. FARreE, Secre- 
tary-Treasurer, 35 East Wacker Drive, Chicago 1, Illinois. 


Annual Meeting: September 20-23, 1959. Sheraton Hotel. Philadelphia, Pa. 
Publication: Proceedings. Printed only for member societies. 
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AMERICAN ASSOCIATION OF MANAGING GENERAL AGENTS Manb. Brirron L. 
UpELL, Secretary-Treasurer, 31 Luhrs Arcade, Phoenix, Arizona. 
Annual Meeting: April or May, 1959. Essex Hotel, New York City. 


Publications: Proceedings. 1958. Free. 
Membership Directory. 1956. Free. 


AMERICAN HULL INSURANCE SYNDICATE Mnb. S. D. Lrvincston, Secretary, 99 
John Street, New York 38, New York. 


Annual Meeting: March 19, 1959. New York City. 
Publication: Serving the World Shipowners. Free on request. 


AMERICAN INSTITUTE OF MARINE UNDERWRITERS Mr. Cart E. McDoweE Lt, 
Executive Vice President, 99 John Street, New York 38, New York. 
Note: Members of AAUTI are cordially invited to direct any questions they may have 


concerning marine insurance to this Institute. They are also invited to visit the offices of 
the Institute. 


AMERICAN INSURANCE ASSOCIATION Map. Joun F. NevILLE, Secretary, 116 John 
Street, New York 38, New York. 
Annual Meeting: April 8-10, 1959. Seaview Country Club, Absecon, New Jersey. 
Publications: Is Insurance Against Floods and Flood Damage Feasible? Questions and 
Answers. 


Studies of Floods and Flood Damage 1952-1955. 


AMERICAN MUTUAL INSURANCE ALLIANCE Mr. H. F. Swanson, 20 North Wacker 
Drive, Chicago 6, Illinois. 
Annual Meeting: May 4-6, 1959. Edgewater Beach Hotel, Chicago, Illinois. 


Publication: 1957 Directory of Mutual Fire and Casualty Insurance Companies in the United 
States, 1957. 


ASSOCIATED FACTORY MUTUAL FIRE INSURANCE COMPANIES Mr. G. F. Want, 
General Manager, Factory Mutual Engineering Division, 1151 Boston-Prov- 
idence Turnpike, Norwood, Massachusetts. 

Publications: Factory Mutual Record. A monthly magazine for plant management and fire- 
protection-supervisory personnel of insured properties. Subscription $1.00 
a year. 
Approved Equipment for Industrial Fire Protection. $3.00. 
Organizing Your Plant for Fire Safety. $2.00. 
Note: Latest annual report and list of publications and prices will be sent on request. 
ag picture training films on fire protection also available as outlined in publications 


ASSOCIATION OF CASUALTY AND SURETY COMPANIES Mr. Burton L. Younc- 
MAN, Assistant Manager, Public Relations Department, 60 John Street, New 
York 38, New York. 


Publications: Specimen Insurance Policies for General or Survey Insurance Courses. Provided 
free of charge to students enrolled in a general or survey course offered for 
college credit. 

Specimen Insurance Policies for Advanced Insurance Courses. Provided free 
pale to students enrolled in a general or survey course offered for college 
t. 
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ASSOCIATION OF INSURANCE ATTORNEYS Mr. Hans J. Hovrorr, Jr., Secretary, 
1728 Broadway, Gering, Nebraska. 
Annual Meeting: March 26-29, 1959. Cadillac-Sheraton Hotel, Detroit, Michigan. 


Publications: Roster of Membership. 
Constitution and By-Laws. 


ASSOCIATION OF MUTUAL FIRE INSURANCE ENGINEERS Mar. C. M. Bias, Sec- 
retary-Treasurer, c/o Indiana Lumberman’s Mutual Insurance Company, 429 
North Pennsylvania Street, Indianapolis 9, Indiana. 

Annual Meeting: This meeting was held in September, 1958. 


Publication: Mutual Engineer. Published intermittently Charge for this publication is in- 
cluded in the membership fee. 


CASUALTY ACTUARIAL SOCIETY Mr. A. Z. Sxetpinc, Secretary-Treasurer, 200 
Fourth Avenue, New York 3, New York. 
Annual Meeting: May, 1959. Atlantic City, New Jersey. 
Publications: Proceedings of the Casualty Actuarial Society. $8.00 per copy. 
Year Book of the Casualty Actuarial Society. Free. 


Recommendations for Study. For the guidance of students desiring to take 
the Society Examinations. 


CONFERENCE OF MUTUAL CASUALTY COMPANIES Mar. Paut E. Buenter, Secre- 
tary, 50 West Gay Street, Columbus, Ohio. 
Annual Meeting: October 13, 1959. Baker-Adolphus Hotel, Dallas, Texas. October 11-14, 
1959. Same site with the National Association of Mutual Insurance Companies. 
Clinics: Fire. Conrad Hilton, Chicago, February 5-6, 1959. 
Underwriting. Conrad Hilton, Chicago, March 12-13, 1959. 
Claims. Conrad Hilton, Chicago, April 30-May 1, 1959. 
Management. Antlers Hotel, Colorado Springs, Colorado, June 14-17, 1959. 
Sales and Agency. Conrad Hilton, Chicago, September 10-11, 1959. 
Accounting and Statistical, Office Methods and Personnel. Conrad Hilton, Chicago, 
November 19-20, 1959. 


EASTERN UNDERWRITERS ASSOCIATION Mr. Freperick W. Doremus, Manager- 
Secretary, 85 John Street, New York 38, New York. 


Annuei Meeting: Mid-December, 1958. New York City. 
Publications: Material of a general nature is available to insurance professors at the college 
level. 


FACTORY INSURANCE ASSOCIATION Mr. W. H. Forrisratt, General Manager, 
85 Woodland Street, Hartford 2, Connecticut. 


Annual Meeting: March, 1959. Hartford, Connecticut. 
Publication: Recommended Good Practice for Safeguarding Class “B” and Class “C” 
Furnaces and Ovens. 


FEDERATION OF INSURANCE COUNSEL Mk. L. J. CLayron, Secretary, Rusk Build- 
ing, Houston 2, Texas. 
Annual Convention: August, 1959. 
Publication: Federation of Insurance Counsel Quarterly. $5 per year or $1.50 per copy. 


FIRE UNDERWRITERS ASSOCIATION OF THE PACIFIC Mr. Ricuarp B. MAsTERs, 
Manager-Educational Director, 320 California Street, San Francisco 4, Cali- 
fornia. 

Annual Meeting: March 4-5, 1959. Sheraton Palace Hotel, San Francisco, California. 

Publication: Annual Proceedings of 1958. Free. 
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GENERAL ADJUSTMENT BUREAU, INC. Mr. ALLAN Wixman, Director, Education 
and Research, 123 William Street, New York 38, New York. 

Note: The Bureau maintains a list of qualified speakers who are authorized by management 
to accept invitations to address civic and business groups. Insurance teachers interested 
in obtaining a Bureau representative to talk on a phase of the organization’s operations 
should contact a Departmental Office in New York, Atlanta, Dallas, or San Francisco. 

Publications: Directory of Branch Offices 1958-59. No charge. 

Automobile Material Damage Adjusters’ Guide. Distributed to Bureau per- 
sonnel and the loss executives of its shareholder companies. No charge. 
All Risks of Loss vs. All Loss. Reprint of a speech by Mr. John P. Gorman. 
1958. No charge. 
Appraisal Under the Standard Fire Policy. By C. J. Denehy. 1957. No charge. 
a house organ of the Bureau. Fall, 1957 and Spring, 1958. 
No ge. 


IMPROVED RISK MUTUALS Mr. Henry Scuappacn, Publications Editor, 15 North 
Broadway, White Plains, New York. 


Publications: Spotlight. Published at intervals. 
Engineering Bulletin. 


INSURANCE ACCOUNTANTS ASSOCIATION Mr. J. W. Conners, Executive Secre- 
tary, c/o The Travelers Insurance Company, 700 Main Street, Hartford 15, 


Connecticut. 
Annual Meeting: The meeting was held in October, 1958 in Bedford, Pennsylvania. 


INSURANCE ACCOUNTING AND STATISTICAL ASSOCIATION Mar. L. J. Hate, 
Secretary-Treasurer, c/o Kansas City Life Insurance Company, P.O. Box 139, 
Kansas City, Missouri. 

Annual Meeting: May 17-20, 1959. Ambassador Hotel, Atlantic City, New Jersey. 
Publications: Proceedings. 1957. Price $20.00 to non-members. $7.50 to schools and colleges. 


Proceedings. 1958. Available early fall. 
The Interpreter. Available through membership only. 


INTERNATIONAL ASSOCIATION OF INDUSTRIAL ACCIDENT BOARDS AND COM- 
MISSIONS Mr. Bruce A. Greene, Acting Secretary-Treasurer, c/o U.S. De- 
partment of Labor, Bureau of Labor Standards, Washington 25, D.C. 

Annual Meeting: This meeting was held in September, 1958 in Seattle, Washington. 
Publication: Workmen’s Compensation Problems. Proceedings of 1957 Convention. Bureau 


of Labor Standards Bulletin No. 195. Available from U.S. Department of 
Labor, Bureau of Labor Standards, Washington 25, D.C. 


INTERNATIONAL ASSOCIATION OF INSURANCE COUNSEL Miss BLANcHE Da- 
HINDEN, Executive Secretary, 510 East Wisconsin Avenue, Milwaukee 2, Wis- 
consin. 

Annual Meeting: June 30-July 2, 1959. Banff Springs Hotel, Banff, Canada. 
Publication: Insurance Counsel Journal. Published quarterly. $10.00 per year. 


MULTI-PERIL INSURANCE CONFERENCE Mr. H. F. Pertet, General Manager, 116 
John Street, New York 38, New York. 


Annual Meeting: This meeting was held in October, 1958 in New York City. 
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NATIONAL ASSOCIATION OF CASUALTY AND SURETY AGENTS Mr. C. F. J. Har- 
RINGTON, Executive Vice President, 112 Water Street, Boston, Massachusetts. 
Annual Meeting: This meeting was held in October, 1958 in White Sulphur Springs, West 

Virginia. 
Publications: Report of Annual Meeting. 
Report of Semi-Annual Meeting. 


NATIONAL ASSOCIATION OF CLAIMANTS’ COMPENSATION ATTORNEYS Mar. 

Ernst Bocuscu, 6 Beacon Street, Boston, Massachusetts. 

Publication: NACCA Law Journal. Two volumes are published a year which deal with 
case law, comment, and articles, decisions affecting liability under casualty 
and workmen’s compensation laws, and decisions on insurance policy cover- 
age problems. 450 pages per volume. $20.00 per year. 


NATIONAL ASSOCIATION OF CREDIT MANAGEMENT Maz. E. 3. Moran, Vice 
President, 229 Fourth Avenue, New York 3, New York. 
Annual Meeting: May 3-7, 1959. Statler Hotel, Dallas, Texas. 
Publications: Credit and Financial Management. $3.00 per year. 


Credit Manual of Commercial Laws. $12.00. 
Credit Management Handbook. $12.00. 


NATIONAL ASSOCIATION OF INDEPENDENT INSURANCE ADJUSTERS Miss ANN 
D. Horsincron, Assistant General Manager, 175 West Jackson Boulevard, 
Chicago 4, Illinois. 

Publication: The Independent Adjuster. A quarterly publication free upon request. 


NATIONAL ASSOCIATION OF INDEPENDENT INSURERS Mar. Bos OELBERG, Public 
Relations Director, 30 West Monroe Street, Chicago 3, Illinois. 


Annual Meeting: November 24-26, 1958. Hotel Fountainebleau, Miami Beach, Florida. 
Publications: The Role of the National Association of Independent Insurers. A descriptive 
brochure covering the history, present activities, and philosophy of N.A.LI. 
NAIC Roster and State Insurance Department Personnel. Roster of key per- 
sonnel in all state insurance departments. June 1958. Free to AAUTI 
members. $1.00 to others. 


NATIONAL ASSOCIATION OF INSURANCE BROKERS, INC. Mr. Barciay SHaw, 
Secretary, 62 William Street, New York 5, New York. 


Note: Member associations of The National Association of Insurance Brokers are in New 
York, Boston, St. Louis, Chicago, San Francisco, and Los Angeles. Members of AAUTI 
wishing to attend meetings of the groups are invited to do so. Further details may be 
obtained from Mr. Shaw. 

Publication: Friday Flash. A weekly publication covering items of current interest in the 

insurance field. 


NATIONAL ASSOCIATION OF MUTUAL INSURANCE AGENTS Mr. Pup L. BALp- 
win, General Manager, Investment Building, Washington 5, D.C. 
Annual Meeting: The meeting was held in October, 1958 in New York City. 


Publication: Mutual Review. A monthly magazine available without charge upon request to 
members of AAUTI. 


NATIONAL ASSOCIATION OF MUTUAL INSURANCE COMPANIES Man. Harry P. 
Cooper, Jr., Secretary, 2105 N. Meridian Street, Indianapolis, Indiana. 


Annual Meeting: The meeting was held in October, 1958 in Atlantic City, New Jersey. 
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Publications: Mutual Insurance Bulletin. Published monthly. $2.00 per year or $.20 per 
copy. 
Operating Manual for Farm Mutual Management. For use by farm mutual 
insurance companies. 
Proceedings, 61st Annual Meeting. 


NATIONAL ASSOCIATION OF PUBLIC INSURANCE ADJUSTERS Mr. Paut L. 
CorpisH, Executive Director, 1613 Munsey Building, Baltimore 2, Maryland. 


Annual Convention: June, 1959. The Concord, Kiamesha Lake, New York. 

Note: Insurance teachers are cordially invited to attend the meeting. 

Publications: A large variety of pamphlets and brochures pertaining to public insurance 
adjusting as well as a monthly bulletin are available upon request. 


NATIONAL AUTOMOBILE UNDERWRITERS ASSOCIATION Mr. Howarp S. Oms- 
BERG, Manager, 150 Nassau Street, New York 38, New York. 


Publications: Book of Standard Endorsements. A loose-leaf booklet containing forms and 
endorsements related to the automobile policy. 
Rate manuals and policy forms. 


NATIONAL BOARD OF FIRE UNDERWRITERS Mr. L. A. Vincent, General Manager, 
85 John Street, New York 38, New York. 


Annual Meeting: May 21, 1959. New York City. 
Publications: A list of publications may be obtained on request. 


NATIONAL COUNCIL ON COMPENSATION INSURANCE Mr. Georce F. REALL, 
General Manager, 200 East 42nd Street, New York 17, New York. 


Annual Meeting: March 5, 1959. Offices of the National Council, New York City. 

Publications: The National Council publishes various Manuals containing rules, rates, and 
forms with respect to workmen’s compensation insurance and employers’ 
liability insurance. The cost of these publications varies, 


NATIONAL FEDERATION OF GRANGE MUTUAL INSURANCE COMPANIES Mr. 
SHERMAN K. Ives, Secretary, Thomaston, Connecticut. 


Annual Meeting: The meeting was held in October, 1958 in Atlantic City, New Jersey. 


NATIONAL FIRE PROTECTION ASSOCIATION Mr. Percy BucBEe, General Man- 
ager, 60 Batterymarch Street, Boston 10, Massachusetts. 


Annual Meeting: June 1-5, 1959. Atlantic City, New Jersey. 
Publications: Advance Reports. Issued each year. Contains reports of technical committees 
to be acted upon at the annual meeting. 
Proceedings. Report of Annual Meeting. 
Year Book. 
Directory. 
Fire News. Monthly newsletter containing current events of fire protection 
interest. 
National Fire Codes. 6 volumes on all phases of fire protection and fire pre- 
vention. 
NFPA Quarterly. Technical journal containing information on fire protection 
and fire prevention. 
Firemen. Monthly magazine of interest to professional and volunteer fire 
=" and to industrial fire brigade personnel. Available to NFPA mem- 
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NATIONAL SAFETY COUNCIL Mr. H. W. Cuamptin, Manager, Membership and 
Sales Department, 425 No. Michigan Avenue, Chicago 11, Illinois. 
Annual Meeting: The meeting was held in October, 1958 in Chicago, Illinois. 


Publications: Complete catalogs of National Safety Council services and publications are 
available on request. 


NUCLEAR ENERGY PROPERTY INSURANCE ASSOCIATION Mr. W. H. Fornristatt, 
General Manager, 85 Woodland Street, Hartford 2, Connecticut. 
Annual Meeting: March, 1959. 


Note: Insurance teachers may attend upon request. 
Publication: NEPIA. A brochure describing the organization’s structure and functions. 


Available upon request. 


REPORTING FORM SERVICE OFFICE Mr. T. D. McCar, Manager, 55 John Street, 
New York 38, New York. 
Annual Meeting: April, 1959. 
Publications: Proceedings of Annual Membership Meeting. April 23, 1958. 
Multiple Location Rating Plan. 
Rules and Forms for Reporting Form “A”. 
Limited copies of these publications are available without charge. 


SOUTH-EASTERN UNDERWRITERS ASSOCIATION JoHN P. WoopaLL, Manager, 
P.O. Box 5048, Atlanta 2, Georgia. 


Annual Meeting: June 8-10, 1959. The Homestead, Hot Springs, Virginia. 


STANDARD FORMS BUREAU Mk. J. H. Martin, Manager, 447 Sansome Street, 
San Francisco 11, California. 


Annual Meeting: April 15, 1959. Assembly Room, Mills Building, 220 Montgomery Street, 
San Francisco, California. 


THE SURETY ASSOCIATION OF AMERICA Mr. Davin Porter, Educational Di- 
rector, 60 John Street, New York 38, New York. 


Annual Meeting: May 14, 1959. New York City. 
Publications: ABC’s of Teller Work. For the instruction of teller trainees. 
Public Bond Issues for New Projects. 1958. 


TRANSPORTATION INSURANCE RATING BUREAU Mr. W. H. Roppa, Secretary, 
175 West Jackson Blvd., Chicago 4, Illinois. 


Annual Meeting: The meeting was held in October, 1958 in Atlantic City, New Jersey. 

Publication: Proceedings of Underwriting Conference. 1957. Available to insurance pro- 

fessors without charge. 

Note: Much of the technical work of the Bureau is accomplished through small committees 
representing member companies. Each meeting is preceded by a day of open discussion 
to which member companies are invited to send representatives. Insurance teachers who 
might be interested in participating in such meetings will receive invitations if the Bureau 
is notified in advance of the particular subjects of interest to the teacher. 


UNDERWRITERS’ LABORATORIES, INC. Mr. Norman H. Davis, Jr., Executive 
Engineer, 207 E. Ohio Street, Chicago 11, Illinois. 


Annual Meeting: April, 1959, Chicago, Illinois. 
Publications: Testing for Safety. Free. 
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Various lists indicating the names of products which have complied with UL 
requirements, including: Electrical Construction Materials List; Electrical 
Appliance and Utilization Equipment List; Hazardous Location Equipment 
List; Fire Protection Equipment List; Gas and Oil Equipment List; Accident, 
Automotive, and Burglary Protection Equipment List. 

Note: Bi-monthly supplements to the above lists are published in February, 
etc., each year. 

Note: Members of AAUTI are cordially invited to visit any of the four laboratories main- 
tained by this organization. In addition to the Chicago office, facilities are found at 161 
Sixth Avenue, New York, New York; 1655 Scott Lane, Santa Clara, California; and North- 
brook, Illinois. Visits to the Northbrook office are arranged through the Chicago office. 


WESTERN ACTUARIAL BUREAU Mr. K. H. Parker, Manager, 222 West Adams 
Street, Chicago 90, Illinois. 


Publications: Analytic System for the Measurement of Relative Fire Hazard. $7 for the 
initial subscription and $2 annually for supplements and republications. 
Analytic System Handbook on Fire Protection. $2.50. 


WESTERN ADJUSTMENT AND INSPECTION COMPANY Mr. Georce M. Lyncu, Jr., 
Manager, Education & Research Department, 175 West Jackson Boulevard, 
Chicas'o 4, Illinois. 


Publications: Our Business. A monthly house organ. 
A Challenging Career. Career opportunities in the adjustment field. 
Analysis of the Commercial Property Form. An exposition of the coverages 
and limitations in this policy. 
Review of Residential Coverages. A general review of basic dwelling and con- 
tents forms. 
Note: \fembers of AAUTI are invited to call upon this organization for speakers on par- 
ticula: or general subjects to make presentations in colleges in the middle West. 


WESTERN UNDERWRITERS ASSOCIATION Water G. DitHMenr, Assistant 
Manager, 175 West Jackson Boulevard, Chicago 4, Illinois. 


Annual Meeting: October 20-22, 1959. Greenbrier Hotel, White Sulphur Springs, West 
Virginia. 
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INSURANCE SERIES 
Kenneth Black Jr., Editor 


LIFE INSURANCE 


FIFTH EDITION Solomon S. Huebner 
Kenneth Black, Jr. 


A well-known book, now up-to-date, this text is a com- 
plete revision with approximately 45% of the text 
having been rewritten. Material has been added on the 
method of reserve valuation as well as on grading 
premiums by the size of policy. The chapters on sur- 
render values and surplus and its distribution have been 
completely rewritten. Discussion of group insurance in- 
cluding all forms of group insurance (such as group 
Health Insurance) is treated simply and directly. While 
the emphasis throughout the text is on fundamentals, it 
conveys the principles upon which the life insurance 
business is operated. 599 pages. $6.50 


technical. 548 pages. $5.50 


PROPERTY INSURANCE 
Solomon S. Huebner 


A thorough revision of a standard text, the previous revision of which 
was published in 1232 The book, a third of which is new, takes into 
consideration the tremendous changes that have come about in the 
field of property insurance during the past twenty years. Greater 
space than heretofore is given to Inland Marine Insurance, and a 
new chapter on Aviation Insurance has been introduced. Throughout 
the text emphasis is placed on principles and basic concepts, and 
great care has been taken to keep the presentation simple and non- APPLETON 


Kenneth Black, Jr. 


CENTURY 


35 West 32nd Street 


CROFTS 


INC. 
New York 1, New York 


d 
| 


Outstanding RONALD textbooks 


CASUALTY INSURANCE 


C. A. Kulp, University of Pennsylvania 


This authoritative textbook fully treats every important phase of 
casualty insurance. Presenting a clear, analytical discussion of 
hazards and policies, insurers and rates, this widely used —_ 
describes actual , Practice; objectively discusses principles, 
lems. “Dr. Kulp’s work is well organized, well written, r es Pile. 
up to date, understandable.”—The Journal of Finance. 


Third Edition, 28 tables; 635 pp. $8.00 


ECONOMIC AND SOCIAL SECURITY 


John G. Turnbull, University of Minnesota 
C. Arthur Williams, Jr., University of Minnesota 
Earl F. Cheit, University of California 


A thorough discussion of public and private measures against 
economic insecurity. Concentrating on principles rather than 
statistical detail, this book evaluates private and social insurances 
ment, etc. “... t ook is car Pp s put 
together. ”—American Economic Review. 


75 ills., tables; 539 pp. $6.75 


THE Press COMPANY 


15 East 26th Street, New York 10, New York : 


May be obtained ON APPROVAL! 


* Loose Leaf Service 
WERBEL'’ © Revieed. Twice A Yeor 


* Always Up To Date 


Genera Insurance G 


HANDY REFERENCE GUIDE 
FOR NEW YORK STATE AND CPCU EXAMS 


MR. WERBEL received the 1951 AWARD - 


given by the Brooklyn Insurance Brokers AE . * 
Association for outstanding service ren- é. 


dered in the field of insurance education. - PUBLISHING COMPAN 
COST $15 221 Hempstead Tpke., 
W. Hempstead L.I., N.Y. 

Each Semi-annual Revision $5.75 IVanhoe 1-8484 
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Life Insurance Rates Reduced! 


TIAA continues to be the outstanding 
life insurance value for educators. 


FOR EXAMPLE: 

A premium of $11.40 a month buys $20,000 of 10-Year 
Term insurance for a man 33 years of age. The net premium, 
after annual dividends, averages only $7.16 monthly for 
this $20,000 policy, based upon TIAA’s 1958 dividend scale. 
Dividends, of course, are not guaranteed. 


Any staff member of a college, university or private school is 
eligible to apply for the many low-cost plans available. 


Ask for a supply of the new Life Insurance Guide for your staff. 


TEACHERS INSURANCE AND ANNUITY ASSOCIATION 


522 FIFTH AVENUE . NEW YORK 36, N. Y. 
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A NEW GENERAL INSURANCE TEXTBOOK ... 
PROPERTY AND CASUALTY INSURANCE 


A Guide Book for Agents and Brokers—by Philip Gordis 


Covers all branches of the business except life insurance. Explains 
clearly and simply the purposes of the policy and the needs for the 
coverage—what the provisions mean, and why they are necessary; 
exactly what the policy covers, and how losses will be paid, with 
examples whenever necessary. 

Philip Gordis learned how to write this book through many years 
of practical insurance work in the toughest competitive market in 
the country; through constant study most of all, from the thou- 
sands of students who have studied under him to p for the 
New York state license examinations for agents and brokers. All 
information is checked against laws, rules and regulations of ALL 
STATES, and variations noted. 


This is really seven books in one: Fire and Allied Lines, Inland and 
Ocean Marine, Crime Coverages, Fidelity and Surety Bonds, Liability 
Insurance, Automobile, and Other Classes of Insurance. 


Cloth bound, 546 pages, completely indexed, 6” x 9” $7.50 


GUIDEBOOKS TO GENERAL INSURANCE 


Supplemental Assignment and Source 
Reference Material — Pocket Encyclopedias 


AGENT’S FIRE INSURANCE GUIDE $2.00 
AGENT’S CASUALTY GUIDE, BY GEE $2.00 
AGENT’S AUTOMOBILE GUIDE, BY GEE $2.00 
AGENT’S BONDING GUIDE, BY GEE $2.00 


Complete Set — $6.50 


THE ROUGH NOTES COMPANY, INC. 


Insurance Publishers Since 1878 
1142 N. Meridian Street Indianapolis 6, Indiana 
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GUIDE T0 
ACCIDENT & SICKNESS INSURANCE 


by R. W. OSLER, The Rou Notes Co. 
“Modern Life Insurance,” 
Elizur Wright Award winner ) 


(New chapter organization; several rewritten chapters; a unique 
new yo on programming A&S benefits; all discussions and 
statistics ught up-to-date. ) 


Supplementary text for “Principles” or the basic “Life” 
course. Collateral reading for Economics. A brief text 
covering basic principles, policy construction, contractual 
underwriting, rating, reserves, and uses. 

lly indexed. 


CONTENTS: Economic Importance; Policy Ingredients; Classes; Nature of 
Benefits; Policy Provisions ; Uniform Provisions: Application ; "Underwrit- 
ing, Rating, eserves ; Claim Procedures ; Planning eeds ; State, Social, 
Soames Coverages ; Regulation ; History and Development ; Glossary of 


GUIDE TO LIFE INSURANCE 


3rd Edition 
by R. W. OSLER, The Rough Notes Co. 
and C. C. ROBINSON 
Supplemen' text for “Principles” course. Condensed 
for’ “Life” or life courses. Collateral 
wales for 


An up-to-the-minute authority in concise, rapid rea 
style. — for supplemen’ assignment and co 
reading interes material one book 
y organized gh-interest reading. estions 
problems after ea 
Coasts: Cost Factors; Policies and Uses; Industrial-Group- 


Wholesale, Etc.; Poli Provisions; — Companies ; Govt. Pension 
Plans; Uses of Life Tasuvence; The Industry. 


THE INSURANCE SALESMAN 


Monthly Life — A & S Journal 
R. W. OSLER, Editor 


Published by The Rough Notes Co. 


journal in its direct payment 
scriptions. Gives student practical view of the Life 
Insurance 


, acquaints him with current prob- 
lems and trends. 
Annual subscription rate: $3. 


THE ROUGH NOTES COMPANY, INC. 


Insurance Publishers Since 1878 
1142 N. Meridian Street Indianapolis 6, Indiana 
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THE McGRAW-HILL BOOK COMPANY 


has pleasure 


in announcing that 


PROFESSOR CHARLES C. CENTER 
UNIVERSITY OF WISCONSIN 


has accepted 
the Editorship of the 


McGRAW-HILL INSURANCE SERIES 


Succeeding RALPH H. BLANCHARD, Professor Emeritus 
of Insurance, Columbia University 


We are also pleased to announce that 


PROFESSOR RICHARD M. HEINS 
UNIVERSITY OF WISCONSIN 


has been appointed Consulting Editor of the Series, 
and will be associated with Professor Center 


in the development of certain books. 
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MEHR-OSLER 


LIFE INSURANCE, Revised Edit 


bert I. Mehr, 


McFARLAND 


MANAGEMENT PRINCIPLES 
AND PRACTICES 


by Dalton E. McFarland, Michigan 
State University 


* cet well-documented presentation 
oF today's | status of management 
functions.” 


--Library Journal 
1958, 612 pages, $6.95 


60 FIFTH AVENUE, NEWYORK 
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